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NOTES OF THE MONTH 


Malayan Union and Malayan Citizenship 

he British Government’s proposals for the future of Malaya 

have come in for sharp criticism, chiefly directed, in Britain 

itself, to the manner in which the proposals have been carried 
forward, to the general absence of consultation, and to the fact that 
the requests to the Malay rulers for their signature of the treaties 
surrendering their sovereignty were presented by an emissary who 
was at the same time empowered to recognize or depose them. 
There has also been criticism of the proposals dealing with Malay 
religion and customs, and on this and other points of criticism 
the Under-Secretary of State made a number of concessions in 
the committee stage of the Straits Settlements (Repeal) Bill on 
March 18. 

The importance of the proposals lie, however, not so much in 
the whittling down of the independence of the rulers as in the 
intention to introduce a Malayan citizenship. The Malayan 
Union Citizenship Order will, if enforced, grant Malayan Union 
citizenship to any person, except Japanese nationals, born in 
Malaya (including Singapore) before the coming into force of the 
Order, who is ordinarily resident there; to any person over 18 who 
has lived in Malaya for 10 of the 15 years before the war and who 
takes the oath of allegiance; to any person subsequently born in 
Malaya; and to the children under 18 of all Malayan citizens. 
This will admit to full citizenship large numbers of Indians and, 
more important, Chinese—the vast majority of whom will also 
be citizens of China—and the Malays, remembering the economic 
dominance already gained by the Chinese and Indians, fear that 
to this will be added political dominance which will mean their 
submergence in their own land by alien races who already out- 
number them. 

It is generally recognized that those Chinese whose families 
have been long resident in Malaya and who genuinely regard it as 
their only home have a valid cfaim to full citizen rights, which would 
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in effect mean the acquisition of the right to enter the higher 
civil service, to have an equal claim with Malays on State support 
for their schools and other institutions and, as democratic govern- 
ment is gradually introduced, to participate fully in it. It is, 
however, less easy to justify the wholesale grant of similar rights 
to the vast majority of the Chinese and Indians, who are immi- 
grants and whose first loyalties have always been to the homeland 
to which they intend, in due course, to return. There is, moreover, 
no very evident demand or expectation on the part of these 
people for these rights. Their chief objective has always 
been so to enrich themselves as to be able to support their 
relatives in China and India, and to return to a comparatively 
affluent and honourable old age in their homeland, and it is said 
of the Chinese in Malaya that they don’t mind who holds the cow 
so long as they milk it. So far their only reported reaction to the 
proposals has been a protest from those living in Penang, when it 
appeared that by becoming part of the Union that city might lose 
its profitable position as a free port. 

The operation of the citizenship proposals is now to be delayed 
until the new Governor has consulted with all the parties con- 
cerned. Many observers hope that the delay will be used to 
consider whether the claims of the long-settled Chinese and 
Indians could not perhaps be met by creating a citizenship 
consisting initially of the subjects of the Malay rulers, entrance to 
which for others would be by a judicious process of naturalization 
of those with a genuine loyalty to Malaya. This should satisfy 
those who desire citizenship, and would go far towards allaying 
the fears of the Malays. 


Further possible complications in Persia 

A significant factor in the recent news from Persia is the report 
that Marshal Bagramiyan, the Armenian, is commanding the 
Russian forces at Tabriz. For the last four years Armenians living 
in Syria have talked openly of their intention to return, after the 
war was over, to an enlarged Soviet Armenia, which they said 
would stretch from the existing Soviet Armenian republic as far 
south as Lake Van and Lake Urmia. Their hopes were largely 
based on the services which were being rendered to the Soviet 
Government by Armenian generals such as Bagramiyan. 

The reported move of Russian forces towards the southern 
corner of the Turco-Persian frontier would, if it proves to be true, 
place the Russians in a favourable strategic position for a move to 
the west across the Turkish frontier. Russian claims to the 
Turkish provinces of Kars and Ardahan have already indicated 
their interest in Eastern Turkey, and the move of their troops now 
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reported would place them in a convenient position from which 
to invade these provinces. 

An indication of possible Russian intentions is afforded by the 
encouragement they have recently given to the Kurdish autonomy 
movement in Azerbaijan. With Russian encouragement Qazi 
Mohammed of Mohabad has proclaimed himself President of the 
Kurdish Republican Government in Azerbaijan, and it is also 
reported that the Kurdish leader Hama Rashid, who has until 
recently been a fugitive in Iraq, has now returned to Azerbaijan 
and has been acknowledged by the Russians as C.-in-C. of the 
Kurdish forces. These reports may be based on rumours only 
and in the circumstances there is no means of checking them, but 
if they should prove to be true they would indicate that Russia is 
preparing to use the Kurdish National Movement to further her 
aims in both Turkey and Persia, and if Russia does create an 
autonomous Kurdish bloc in Eastern Turkey and Western Persia 
it would not be surprising if an attempt were made to join it by 
the Kurds in Iraq, where discontent is reported amongst them, 
not only in Barzan but also in Soleimania. | 

In all the moves predicted above Russia might well appear in 
the role of the protector of democratic elements against those of 
reaction, or of oppressed minorities against tyrannical Govern- 
ments. After these minorities had been freed from the domination 
of the Governments under whose rule they now live, it would not 
be surprising if their next step was to exercise their right of self 
determination and become Soviet Republics. In this way Russia 
could assure herself of “‘loyal’’ Governments in these countries 
which lie on her border. 


The Canadian Loan 

The Agreement announced on March 6, whereby the Canadian 
Government agrees, subject to legislative approval, to extend to 
the United Kingdom a credit of $1,250,000,000, to be available 
until the end of 1951, naturally comes later in point of time than 
the announcement of the credit offered by the United States 
Government last December, on terms and conditions which are 
now substantially repeated in the Canadian Agreement. It is, 
however, worth while to recall that as early as April, 1945 Mr. 
Howe, the Canadian Minister of Reconstruction, had not only 
declared the willingness of his Government to extend credits to 
Great Britain and her European allies which would make it 
unnecessary for them to think in terms of currency or trade blocs, 
but had also stated that in negotiating for their repayment the 
Government would recognize unequivocally the dependence of 
such international debt payments on the expansion of world trade 
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and ample markets for the exports by which credits must be 
repaid, a principle which has now found full recognition in the 
waiver of interest payments’ provisions of both Agreements. 

The availability of the Canadian credit is, indeed, still entirely 
contingent upon the ratification by the United States Congress of 
the earlier Agreement, and it would be a mistake to attach much 
importance to the fact that in drawing up the Canadian Agreement 
there appeared to be less eagerness than there had been in Wash- 
ington to get every detail of the conditions down in black and 
white. At Ottawa there was no necessity to be so meticulous, for, 
whether or not everything was listed in full, all the conditions 
embodied in the United States Agreement could in the circum- 
stances be assumed equally to be conditions of the Canadian 
credit. Mr. Ilsley, the Canadian Minister of Finance, has made 
it clear that the failure of Congress to ratify the United States 
Agreement would be interpreted as a ‘‘major change in the inter- 
national financial situation”, which would justify reconsideration 
of the Canadian Agreement, and thus in effect make it necessary 
to reopen the whole matter again, and the Chancellor of the 
Exchequer has indicated his approval of this interpretation. It 
has not always been understood in Great Britain that the interest 
of the Canadian Government in the restoration of a multilateral 
world trading system and the renunciation of bilateralism is 
scarcely less keen than that of the Administration in Washington. 
The terms of the new Agreement make this point abundantly 
clear. 


WAR DAMAGE IN WESTERN EUROPE 


Its effect on the Economic Outlook 


he opportunity of extensive travel in northern France, the Low 

Countries, and Western Germany during 1944 and 1945 has 

made it possible for the writer, a professional geographer, to 
form what is hoped is an impartial and scientific estimate of the 
European geographical setting, and the following analysis of the posi- 
tion late in 1945, and of the prospects for the near future, may be of 
interest to the general public as well as to those who are responsible 
for dealing with the many economic problems involved. Statistics 
in these countries are incomplete and unreliable, and no attempt 
is made here to estimate damage or production in a quantitative 
sense. Such statistics as exist reflect chaotic and exceptional con- 
ditions, and bear little relation to the permanent potential capacity 
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to produce — the question which is of concern to the geographer. 


PHYSICAL GEOGRAPHY 

Despite the weight of armaments employed on both sides and 
the ruthless bombing and creation of water obstacles the actual 
changes in the physical configuration of Western Europe are 
negligible, and in any case quite temporary. The most notable 
new features are the flooding of Walcheren and of the small polder 
area of Wieringen, north of Amsterdam, which was drained off by 
January 1, 1946. The Wieringen flooding, to a depth of 15 ft., was 
fresh water, and should produce crops by September, 1946. The 
temporary widespread flooding around Dunkirk to Ostend, and in 
the area south of the Zuyder Zee has disappeared. Since it was fresh 
water flooding for the most part there is little damage to the soil, 
though it destroyed all crops still in the ground. As it was carried 
out in late August and early September the principal damage of 
this shallow flooding was to root crops, pasture, and animal feed- 
ing stuff, and the animal population was not destroyed. The Wal- 
cheren floods admitted sea water and will probably be cleared by 
the spring, though the soil will not be entirely free of salt for 
another 4 to 6 years. The total damage in Walcheren is in the 
neighbourhood of 89 per cent, though the sea dyke was completed 
in January and withstood strong gales in February, 1946. A 
rotation of crops, however, can probably be started within two 
years of draining the waters. By the time this appears the greater 
part of these drainage problems will be solved; and provided 
electrical power and fuel are available the pumps will perform their 
job effectively. It is not generally realized that a large part of the 
shallow flooding was due to fuel shortage resulting from a break- 
down of the German transport and economy, rather than to 
military destruction. The great German West Wall of fortifica- 
tions, which was a stupendous creation from Dieppe to the mouth 
of the Scheldt, is a conspicuous feature of the coastal landscape, 
but does not materially affect the utilization of the ports, rivers, 
and beaches. 

Vegetation: War itself has destroyed woods and parts of forests, 
but compared to the natural extent of forest in West Europe the 
ravages of battle have been insignificant. Even the Hochwald 
Forest at the northern end of the Siegfried Line, which was the 
scene of heavy and persistent fighting, suffered less than 10 per cent 
loss in its living trees. The breakdown of coal production and its 
transportation in 1945 and the prospect of a coalless winter led to 
tree felling for domestic fuel throughout France, Belgium, Hol- 
land, and Germany on an unprecedented scale. It is now pro- 
ceeding under forestry control, however, and frequently uses the 
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brush and dead wood or non-commercial trees. Owing to limita- 
tions of transport the principal wood and forest reserves will be 
affected but little by this process, though the populated areas will 
be shorn of much of their amenities in the form of tree-lined roads 
and small woods. The widespread use of charcoal burners for 
vehicles from 1940 onwards has, however, made serious inroads 
into the forest reserves, especially in Southern France. 

Agriculture and Husbandry. As soon as aitention is turned to 
human geography changes and problems are much more apparent. 
In France, Belgium, and Holland agriculture and husbandry have 
experienced gains as well as losses, a fact generally overlooked in 
political announcements. On the debit side is a gradual reduction 
in soil fertility, more especially in Holland and Belgium, which 
found increasing difficulty in obtaining their normal supplies of 
chemical fertilizer. (By January, 1946 Belgium was producing all 
her requirements in fertilizers.) Again in each of these three 
countries agriculture has suffered from loss of skilled labour, due to 
German demands on man-power between 20 and 40 years of age. 
Though this problem existed in all three countries it is Holland 
which suffered most, owing partly to her more stubborn attitude 
to Nazi rule, and mainly to the fact that during the autumn and 
winter of 1944-5 she was systematically robbed by the- German 
authorities in a way that France and Belgium partly escaped. 
Nevertheless the labour of women, older men, and children, and 
“those gone underground”’ seems to have largely sufficed in France 
and Belgium, though less so in Holland. The greatest single loss 
in all countries, however, is the substantial reduction in animal 
population during the war years. This is only in part due to the 
demands of German economy. It is certain that the illicit slaughter- 
ing by farmers for the Black Market at high prices is and was a 
notable factor in reducing the animal population in France and 
Belgium. 

In Holland, on the other hand, German exactions were much 
more severe, because they were more successful. The Dutch are 
a methodical and honest, if stubborn, folk. Their records of pro- 
duction and animal holdings were seized by the Germans, who 
were able to impose their will with a clear picture of the agricul- 
tural resources. This was especially severe in the last six months 
of the war when Germany had lost her food quotas from the 
Ukraine and Western Europe. In France and Belgium no such 
records were available, and, as each peasant had the cunning to 
hide his total holdings, the Germans had a tricky task trying to 
locate the required head of cattle from time to time. The Black 
Market was probably responsible for a considerable reduction in 
livestock in Belgium and France, for meat was always readily 
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available in the Black Market to all but the poorer classes from 
1941 to 1944. It is worthy of note, in this regard, that Denmark 
did not suffer unduly from German exactions. Admittedly Den- 
mark was the most leniently treated of the occupied countries, but 
a further factor was the invariable surplus of meat over home needs 
and the well developed and systematic marketing of the co- 
operative system, all unfavourable to the high profits of Black 
Market practice. 

On the credit side it should not be forgotten that the four or five 
years of German war economy were a period of great prosperity for 
the farmer in German-occupied Europe. An army cannot super- 
vise farms, though it can easily supervise factories. Western and 
Central Europe normally import a significant percentage of their 
food supply from overseas, and the French, Belgian, and Dutch 
farmer faces this competition and has a somewhat lean time. Since 
1880 the Western European peasant has resented the overseas 
competition which operated mainly to the advantage of the popula- 
tion of the towns and cities. During the war economy, however, 
overseas food disappeared and fish became scarce; with German 
armies to feed the peasant found the market much larger than the 
produce. The German army paid well for farm produce; the 
Black Market paid better. In Flanders in the autumn of 1944 it 
was the farmers’ wives and daughters who dressed in the height of 
fashion, not the ladies of the towns. In short, any peasant who 
failed to clear his mortgages on land or property during 1940-45 
was an’exception. Witness the unveiled hostility of the townsman 
everywhere from Normandy to the Rhine, who accuses the peasant 
of being the only war-profiteer. And, though the war is over, the 
Black Market is not extinct. It will continue to flourish like a weed 
until overseas food and products are brought in to redress the 
balance of supply and demand as in the days of peace and plenty. 

By December, 1945 Civil Affairs had imported 850,000 tons of 
food into Holland, mainly from the U.S.A. Holland had a Black 
Market, but not a large one. It is already more firmly controlled 
than in Belgium or France, because the resistance spirit of the 
Dutch is strong and hard and very determined to put Holland 
on its feet again. That is one reason why Holland, despite her 
sufferings, will lead Western Europe to recovery. 

To sum up the gains of agriculture in Western Europe. It has 
had a period of high prices, and this will continue for at least 
another two years. This period has in effect renewed the capital 

wailable for investment in agriculture by the man who is most 
concerned —the farmer. It should lead within five years to 
greater use of farm implements and machinery, better barns and 
farm buildings, a higher standard of living in rural areas, and 
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greater food production than in pre-war times. Nevertheless, each 
of the three countries has passed financial measures which, 
indirectly perhaps, have reduced peasant hoards of currency 
garnered by war profiteering. In January, 1945 Belgium intro- 
duced a new currency and restricted the use of old notes to a 
minimum. Holland followed suit in September, though the Black 
Market profiteers had already converted much of their guilders 
into the international currency of cigarettes — paying 1 guilder 
per cigarette in Amsterdam. In December France devalued the 
franc from 200 to 480 francs to the £. These measures have been 
more popular in the towns than amongst the farmers. The second 
advantage is psychological. When war reduces a complex society 
to chaos the most elemental things are less affected. The farm 
carries on but little disturbed, and the country whose population is 
mainly agricultural can be calm and confident about the future. 
German Agriculture and Husbandry. 'The entire position of 
German agriculture has changed radically for the worse during 
1945. During 1940-44 the high prices for agricultural produce 
benefited German agriculture; livestock were requisitioned from 
occupied countries and, apart from a tendency to soil exhaustion 
due to overcropping and reduced nitrates and phosphates, the 
agricultural position was not unfavourable up to 1944. Though 
the able-bodied men were serving in the forces there was a vast 
reservoir of foreign displaced persons (D.Ps) of both sexes avail- 
able to work the land. It is highly probable that a large proportior 
of these foreign workers from Eastern Europe were favourably 
impressed with the much higher standard of living, which is taken 
for granted in Western Europe and Germany, and are by no 
means altogether enthusiastic about returning to Eastern Europe, 
where their reception is, to say the least, not over friendly. 1945, 
however, did irreparable harm to German agriculture. To begin 
with, the Rhineland was menaced and the Nazi policy of scorched 
earth, though carried out only in the Rhineland, meant that vast 
areas were left untilled or unsown, with mines and explosives 
planted on a more extensive scale than anywhere else except in the 
West Wall. The Rhineland population obeyed the order to move 
east, and the Allied armies for the first time occupied fertile land 
which was going derelict and waste. ‘The number of animals killed 
by ground mines was greater than anywhere else in the advance, 
with the possible exception of the area of Zeeland which was 
devastated in the battle of the Scheldt pocket. The final blow 
came in May, when the German surrender and economic collapse 
immediately liberated some millions of slave labourers. ‘The farms 
lost their labour precisely when it was most needed to safeguard 
the harvest against winter famine. The German Army was 
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demobilized in the British and American zones with priority for 
agricultural labour and miners, but it was September before 
operation “Barleycorn” was completed. Those summer months 
without labour, often without cattle or horses which had been 
driven away or killed, were a human tragedy. It was a common 
sight in the Rhineland in April, 1945 to see a woman trying to 
harness herself to the plough or harrow, to try to scrape some kind 
of return from the lonely earth. Yet millions of D.Ps were fed in 
complete idleness, largely from German resources, from May 
onwards. ‘The German harvest in the British and American zones 
was 20 per cent below normal in 1945. 

The shortage of labour on farms is not noticeable in the agricul- 
ture of France or Belgium. It is apparent in Holland, and is evident 
on a vast scale in Germany. The large numbers of livestock 
requisitioned from occupied countries are not in evidence to-day. 
Either the numbers were not as high as is claimed, or they have 
been eaten; probably both. The animal population of Germany 
is below 50 per cent of its pre-war level, and illicit slaughtering for 
the Black Market by Polish D.Ps and Germans is reducing it still 
further. It is extremely unlikely that any livestock will be available 
for reparations, with the possible exception of cattle from the 
Ems valley. The decision to reduce rations in the British zone to 
1,000 calories basic involves still further reductions in livestock to 
tide over the famine until the next harvest. 

The outlook for German agriculture in the next two years is 
black indeed. Although war damage is virtually non-existent in 
the villages and farms outside the Rhineland, the soil of Germany 
faces utter exhaustion. German livestock are depleted and cannot 
yield animal manure. The railways and canals have broken down, 
and agricultural fertilizer from the Rhineland and Silesia can no 
longer reach the vast sandy areas of the Northern plain, where the 
soil is naturally poor and requires fertilizer on a scale not attempted 
elsewhere in the world. German agriculture in peace or war 
tends to regional specialization on a large scale, with root crops on 
the sandy soils and cold clays of Pomerania and Brandenburg and 
cereals on the medium clays of Westphalia and the Upper Oder. 
The light sandy soils from the Weser to the Oder in the northern 
half of the plain are unsuited to pasture land, and there is a greater 
tendency to specialized dairy regions, such as Schleswig Holstein, 
than in most European countries. This commercialized agricul- 
ture depended on a comprehensive organization for marketing 
and moving crops and produce. The breakdown of commercial 
organization and the collapse of water and rail transport spells 
ruin for the scientific agricultural economy of Germany. It is 
turning to a subsistence economy, with far lower yields and less 
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efficient methods of collection and distribution of crops. Indus- 
trial crops such as sugar beet, even if they reach the beet factories, 
find no fuel there for sugar production. Most important of all is 
the loss of a very high percentage of its skilled male labour, a loss 
common to all German production. Germany’s war casualties 
are estimated at 74 million dead or wrecked. If German agricul- 
ture is to support the German population in the absence of a 
considerable part of German industry a whole class of new farm 
labourers and servants, consisting of mothers and children with 
no father, working for little more than their miserable keep, seems 
inevitable in the immediate future of Germany. What is obviously 
required is mechanized agriculture using and training German 
youth, but this requires capital which is not likely to be available. 

Material Damage and Destruction. It is impossible yet to assess 
quantitatively the total damage and destruction due to war in 
Western and Central Europe. A comparative picture of the 
damage can, however, be constructed which is very revealing, and 
serves as a background by which to measure any particular 
pronouncements, problems, and needs. 

There are three main areas of extensive damage, corresponding 
with zones of positional warfare over considerable periods. 


1 Normandy from Troarn to Villers Bocage and in the St. Lo 
Sector in the west. 20 per cent destroyed, for though the 
villages have been shattered, the woods, fields, crops, and 
animal population escaped lightly. 

The Zeeland province of the Netherlands, 20 per cent destroyed 

with Walcheren 80 per cent destroyed. 

3 An area west of the Rhine from Emmerich to Coblenz and 
including the Roer valley. Here the damage by air and ground 
bombardment was completed by the German scorched earth 
policy. 50 per cent destroyed. 


LS) 


Apart from these areas many great cities, 30 per cent destroyed, 
have been converted into centres of rubble. In France they in- 
clude Dunkirk, Calais, Boulogne, Havre, Rouen, Caen, and 
Brest, apart from numerous smaller centres. Belgium and 
Holland have none. (The 26,000 houses destroyed or damaged 
in Rotterdam in 1940 have been rebuilt, while 50,000 other houses 


1 Under Russian encouragement more than 50 per cent of the large estates in 
Eastern Germany are being subdivided into peasant small holdings, lacking imple- 
ments and machinery and tending more and more to subsistence farming. It! 
probable that the 1946 harvest will be less than that of 1945 on this account 
Rations in the Russian zone were not met in February, and the drift of refugees 
into the British zone has recommenced with the spring. Black Market prices in 
food in Berlin doubled at the end of February, and Germans were being advised 
to drink pine-needle tea for Vitamin C. 
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destroyed are scattered over the Netherlands.)' In Germany the 
majority of the cities are rubble, and the general area of Wuppertal, 
the Ruhr, and the agricultural Rhineland north of Diisseldorf is 
marginal, in the neighbourhood of 50 per cent destruction. For 
reasons that are made clear in the last section, Germany east of 
the “Iron Frontier” is provisionally shown as 50 per cent 
destroyed. 

German cities with more than 50 per cent of their buildings 
destroyed include: Hamburg, Kiel, Hanover, Magdeburg, Bremen, 
Osnabriick, Miinster, Diisseldorf, Essen, Cologne, Coblenz, 
Frankfurt, Mannheim, Ludwigshaven, Stassfurt, Leipzig, Dres- 
den, Breslau, Stettin, Rostock, and Berlin. 

Cities with less than 40 per cent destroyed include: Liibeck, 
Munich, Augsburg, Wiirzburg, Cassel, and Niirnberg. 

Cities with less than 20 per cent destroyed include: Minden, 
Brunswick, Bielefeld, and Chemnitz. 

This information is based, for the Russian and American zones, 
on estimates provided by Professors Mecking and Franz Termer 
of the University of Hamburg. 

Industrial damage in Germany is not comparable to civic 
damage for a number of reasons, essentially geographical. 

1 Small targets. Industrial plants are smaller targets than cities. 
2 Strategic dispersal. To escape destruction by bombing, from 
1942 onwards a considerable dispersal of all but basic iron and steel 
industries and coal production was a cardinal policy of German 
economy. ‘Thus modern factories were built underground, often 
in uneconomic locations, in salt caves, in tunnels under mountains, 
or hidden in forests. This served a useful purpose in war, where 
slave labour, operated under iron control, was made to work 
under appalling conditions. The uneconomic sites, however, are 
non-workable in peace-time and can be considered as virtually 
destroyed as far as a normal economy is concerned, especially as a 
large proportion of their machinery and plant will be confiscated 
for reparations. 

3 Peripheral location of factories. The characteristic plan or 
pattern of the historic German city is that of a medieval nucleus 
which became the modern commercial hub, surrounded by living 
or residential districts. Outside these districts are the railways and 
adustrial locations. ‘The mass raids on large cities, bombing 
irom 20,000 feet, and latterly through cloud, inevitably aimed at 
and destroyed the central parts of cities and areas near the railway 
stations. ‘The result is that a considerable proportion of industrial 
plants escaped destruction. Examples of this are numerous; 


' Despite its long ordeal Antwerp has survived better than might have been 
expected. Damage is in the neighbourhood of 20 per cent. 








152 WAR DAMAGE IN WESTERN EUROPE 


Liibeck and Cologne at once come to mind. In Liibeck the 
historic central group near the Cathedral is burnt out, but the rest 
of the city and its industrial concerns and docks are untouched. 
4 Lastly, the basic industries such as coal production and iron 
and steel foundries could not be moved or dispersed. They were 
such small targets that the air forces available up to 1943 could not 
deal with them. In 1944-45 when the Allied forces were large 
enough to destroy basic plants it paid better military dividends to 
destroy the engineering, assembling, and finishing industries. 
Thus it is possible that between 80 to go per cent of German coal 
and basic iron and steel production is essentially undamaged. This 
does not imply that production can, for many years, reach 80 per 
cent of 1938 level, for all kinds of factors militate against it, as will 
be noted later. Coal production in the Ruhr by January 1, 1946 
was approximately 60 per cent of the 1939 level. 

The outstanding points to note as regards each country are: 
1 In France the zone of destruction is in the coastal and northern 
regions. In Calvados (Normandy) 435 out of 715 villages were 
completely destroyed, but outside this area, though destruction was 
70 per cent or more in the villages and towns along the main lines 
of advance, the overall picture is much less grim. The main 
destruction in France is in the Channel and Atlantic ports and the 
big communication centres in the Northern and coastal regions. 
For the most part industrial areas, save Colombelles at Caen, 
escaped destruction. Hence the damage to French economy is in 
the collapse of communications and exchange rather than in basic 
industries; i.e. an economic fever, not a surgical amputation. ‘The 
damage is not therefore permanent, though the French have been 
curiously slow and apathetic in tackling it. 
2 Belgium has escaped destruction save for two areas (a) Antwerp 
area, which is not seriously affected, and (b) the zone of the Ardennes 
offensive. For the rest Belgium has had a miraculous escape and is 
fast recovering normal existence. Coal production was up to 75 per 
cent of normal by January 1, 1946 and economic life is well on the 
way to recovery. ‘Two outstanding factors have played a part in 
this recovery. First, Belgian industry under the Nazis was not 
converted to war production: it produced for the German domestic 
market. It has thus escaped the problem of change-over from war 
to peace. Secondly, the “invisible” exports represented by enter- 
tainment of British and American troops in the Belgian cities has 
solved Belgium’s problem of overseas credits. 


1The Belgian Ministry of Economic Affairs, Dec. 16, 1945, stated that 
industrial production had recovered as follows: Coal 75 per cent, Glass 50 per 
cent, Textiles 75 per cent, Steel 50 per cent, and Cement, Electricity, and 
Fertilizers 100 per cent. 
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3 Holland has escaped destruction save in the Zeeland villages 
and Walcheren, in certain restricted areas in Rotterdam and The 
Hague, and the small flooded polders of Wieringen. In all of these 
instances the problem of rehousing has been largely solved, and 
there is no serious handicap to resumption of commercial and pro- 
ductive economy once shipping and inland transport to Germany 
are available. Factory production is only 60 per cent of pre-war, 
because the Germans stripped plant and machinery. Coal pro- 
duction is 60 per cent of normal. Holland is handicapped in her 
recovery because she cannot get steel and engineering plant from 
Germany, her normal source in peace-time. 

4 Germany has had 75 per cent of her cities and more than 30 per 
cent of her industries and factories destroyed. In the Russian zone 
probably 80 per cent of the surviving industrial plant has been 
removed. Germany, even in the British zone, is plunged into 
desolation, and in the eastern zone is probably in a worse economic 
condition. The country has been set back a hundred years in its 
standard of living. It may be noted here, however, that the 
destruction of houses will not of itself prove such a calamity as the 
civilian in America or Britain is inclined to suppose. A soldier 
knows from experience that even the crudest wood shack or 
patched up cellar can make do for one winter. The German cities 
have in many cases built wood barrack-camps to house the bombed 
out, and have requisitioned all dwellings.1 During the war years 
Germany, unlike Britain, made a considerable attempt to provide 
alternative hut or house accommodation. If railways can provide 
fuel and food, the shacks and houses and cellars will suffice for a 
year or so. 

Communications. It is the field of communications that the 
war and its aftermath have yielded the most important and pro- 
found changes. 

1 Roads. Curiously enough the net result has probably been 
more gain than loss to Western Europe. The roads of Normandy 
crumbled in the beachhead in six weeks. But they were ultimately 
widened, strengthened, and improved. The roads of Northern 
France were badly pitted by September, 1944 but have been largely 
resurfaced. ‘The innumerable bridges blown by the Germans in 
their retreat have been replaced by the ubiquitous Bailey bridges, 
which give road transport over all but the largest rivers, and these 
have been bridged effectively enough by semi-permanent structures 
sometimes a mile long (e.g. the Rees bridge over the Rhine). ‘These 
‘Thus in October, in the Hamburg area, though there was chronic over- 
rowding often averaging three persons to a room, no one need have gone 
without roof or shelter. A fair comparison is that a large part of the city popula- 


tions in Germany now suffers from overcrowding and discomfort typical of the 
great slum quarters of Manchester and Glasgow. 
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brilliant achievements of the British and American engineers 
represent the greatest contribution yet made to the problem of 
reconstruction in Europe. The Belgian stone-set roads stood up 
magnificently to military traffic, and the Dutch roads are now for 
the most part, after considerable repair work by the British Army, 
in very good condition. Most of the German roads in the British 
zone have also been adequately repaired. 

2 Railways. The lack of rolling stock and locomotives, shortage 
of coal, cratering of railways, and above all the blowing of railway 
bridges played havoc with the railway system of Northern France. 
More than a year has, however, passed since its liberation, and 
probably 70 per cent of the railway damage has been made good in 
France. Belgium railways were never severely bombed except at 
Liége and Courtrai in July, 1944, and bridge damage was much less 
pronounced. The Belgian State railways are functioning at 80 per 
cent of normal, and in Holland railways could operate at about 75 
per cent of normal if coal and locomotives were available. In the 
British zone in Germany the railway system was virtually destroyed 
by bombing in spite of the amazingly successful repair gangs under 
German operation. ‘The German army in its retreat blew all river 
and canal bridges across the Rhine, Ruhr, Ems, and Weser, and 
those across the Elbe as far north as Hamburg. With the destruc- 
tion of the bridges a complete paralysis seized German railways. 
Not a single train could run in the British zone for any distance 
until long after British occupation; and only 45 per cent of the 
normal rolling stock was available, compared with 110 per cent in 
the American zone. Germany depended essentially on rail and 
river transport to maintain her highly organized and complex 
economy, and, in the opinion of the writer, the greatest calamity 
that has befallen Germany came from the suicidal policy of the Nazi 
hierarchy in blowing all their river bridges, cutting the vital 
arteries in German economic life. The bombing of cities and 
destruction of skilled man-power has not created so much misery 
and dislocation as the collapse of the vital rail and water routes. 
With great effort a few lines are running, though even now to go 
from Hamburg to Amsterdam one has to go south via Hanover and 
Miinster and cross the Rhine by either the Emmerich or Wesel 
bridges, built on wooden piles by Army engineers and only 5 feet 
wide, although 600 yards long — truly a train on a tight rope! ‘This 
complete paralysis of rail transport cannot be offset by river trans- 
port, as will be seen. It could, however, have been partially relieved 
by the immediate utilization of all available heavy road transport 
taken from the Wehrmacht and Luftwaffe. For some reason which 
is not at all clear this course was delayed until the middle of Sep- 
tember. It is possible that the huge commitments in the movement 
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of millions of D.Ps and in the demobilization of the German Army 
explain the delay. One city alone on the Elbe surrendered with 
its enormous bridges intact—- Hamburg. This is of incalculable 
economic and strategic importance, and will go far to set Hamburg 
on its feet again as a thriving seaport of North-Western Germany 
despite its crushing destruction in the raids of 1943. The sister 
city of Bremen blew its bridges and will be handicapped for a long 
time until they are restored, though a road bridge on piles has been 
constructed in the centre of the city. 
3 Inland Waterways, Rivers, and Canals. Unlike roads, rivers 
and canals do not wear out, but they are nevertheless far more 
vulnerable in war because vital points such as locks, bridges, and 
embanked dykes can be easily destroyed by ground troops, render- 
ing the whole network useless with a minimum of outlay and effort. 
In the areas where the German Army retreated in battle they 
followed a systematic policy of destroying all bridges and lock 
gates over rivers and canals. But where, as in Belgium, they fled 
in panic, and in Holland, where they surrendered and did not 
retreat, the destruction was less thorough. Hence France and 
Germany prove to have suffered more from bridge-blowing than 
the Low Countries. France claims that over 2,000 bridges were 
destroyed, besides an unspecified number in the Rhone and Saone 
valleys. In Belgium bridges were often intact save in Flanders, 
where they had been blown as a defence for the Scheldt area of 
Zeeland. Thus in Bruges only two bridges were intact, while in 
Ghent only two were destroyed. The Germans attempted un- 
successfully to blow up the Antwerp tunnel under the Scheldt, but 
luckily this miscarried as the charges which exploded were not 
below the river, with the result that the tunnel was in working order 
within a few days of the British occupation. In Holland all bridges 
on and north of the Leopold Canal were destroyed, completely 
paralysing for nearly six months after liberation the Dutch and 
Belgian canal system to Bruges and Ghent and on to Brussels. The 
Nijmegen road bridge was saved by airborne troops, but the great 
bridge at Arnhem was destroyed — with important military and 
economic consequences. It should be understood that the destruc- 
tion of the bridges over small rivers and canals did not succeed in 
halting the advance of the Allied armies, thanks to the ubiquitous 
Bailey bridges, though that destruction usually gained about 36 
hours respite for retreating troops. The destruction of bridges 
ver large rivers like the Seine, Scheldt, Maas, Rhine distributar- 
ies, Weser, and Elbe imposed longer delay, but had no decisive 
military effects because pontoon military bridges were flung across 
in record time. For instance, the first pontoon bridge across the 
Rhine at Xanten was completed in 42 hours under enemy shell and 
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mortar fire and air attack. But the economic consequences of the 
destruction of bridges have been incalculable; not only have they 
fallen into the water channels, blocking all movement of boats, but 
the temporary military bridges are invariably too low to permit 


the passage of any but very small craft beneath. The collapse of 


the inland waterways of Northern France, Flanders, and restricted 
areas in Holland was therefore sudden and complete, and threw an 
enormous burden on to the partially destroyed railway system and 
hopelessly inadequate road transport. The whole region of North- 
ern France, Low Countries, and Western Germany relied on inland 
waterway transport as a main prop of its bulk exchanges. It is in 
fact the most developed canal and riverway system in the world, 
where large rivers link great industrial zones 100 to 200 miles 
inland with the ports of the coastal zones. It is not too much to 
state that the entire economy of the North European plain has been 
paralysed and disrupted by the destruction of its bridges. In the 
final outcome Germany is the chief victim of her own criminal acts 
for, whereas the comparatively small bridges over the canals and 
rivers of France can be replaced within a year, the great bridges 
required to span the Rhine and Elbe may take more than four years 
to restore. (The bridge at Arnhem is being replaced by the tem- 
porary Waterloo bridge of 1938.) The great rivers and canals of 
the North German plain are virtually closed to traffic. It is over a 
year since the Rhine came into Allied hands, yet only a trickle of 
single barges has reached Holland with coal from the Ruhr. Two 
million tons of Dutch barges and more than two million of German 
are idle on the Rhine system alone. River traffic on the Elbe 
reaches as far as the Russian frontier at Lauenburg — it is in any 
case blocked by the great Elbe bridges which lie as a mass of 
wreckage in the river at Magdeburg. In the Ruhr only two bridges 
are intact out of two hundred, involving an endless detour for road 
transport across the river and completely blocking most river 
movement of coal or supplies and fertilizers. The restoration of the 
inland waterways, adequately bridged for road and rail, quite apart 
from political factors, will in the present state of Germany take 
probably five years to complete,* and these five years will be a 


1'The American railway bridge at Wesel, completed in May, 1945 is being 
replaced by a steel one with a centre span 200 ft. wide to permit navigation. 
This will be ready in April, 1946 and is being done by the R.Es. The floods of 
January rendered all but one of these Rhine bridges unsafe in flood waters, 
though they appeared to be in use again in February. 

2 There is only one adequate rail bridge across the Rhine at present, at 
Nijmegen. The Elbe is adequately bridged only at Hamburg. Removal of the 
wreckage of demolished bridges in all the rivers and canals will take a year, 
(though a good start has been made on the Rhine by American and British Army 
engineers), in order that water transport to Holland, Belgium, and the sea 
can be established. 
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period of great hardship. Samson pulled down the pillars of the 
Temple on the Philistines, but the German Army, moved by Fate, 
pulled down the bridges on the bleeding body of Germany, at once 
the most senseless and suicidal act of the war, and possibly the 
greatest economic disaster experienced in Europe in modern times. 

Ports, Sea Navigation, and Fisheries. The French ports have 
been notable casualties in the war. Toulon is blocked by the 
scuttled French Fleet much too effectively for German salvage or 
French reconstruction. The Atlantic ports formerly held by 
German pockets are almost useless. Port facilities at Bordeaux, for 
instance, were demolished completely. The town of Brest is 
completely destroyed, but its port is largely intact. Lorient and 
St. Nazaire were stripped and demolished. The Channel ports 
were bombed ruthlessly, especially Calais, Boulogne, Dieppe, and 
Havre, while Cherbourg was demolished by the Germans before 
surrendering. Nevertheless the exigencies of war demanded 
rapid reconstruction, and Cherbourg, Dieppe, and Havre have 
been in reasonable working order for the past six or seven months, 
Calais has been restored and handles a large military transit 
traffic of leave to England, but Dunkirk is still out of action, and 
Boulogne is only partially restored. The Belgian and Dutch ports 
have been much more fortunate. As they were far away from 
Normandy they escaped serious bombing after 1940. The 
Germans prepared to demolish Ostend, but fled in such panic 
that less than a third of the demolitions were carried out and 
the port was working within two weeks of British occupation, 
being used especially for petrol and ammunition. The F.B.I. 
performed an invaluable service in saving the docks at Antwerp, 
which came into British possession almost intact, though the 
Scheldt estuary and coasts were heavily mined. Antwerp was in 
operation by November, 1944, and by October, 1945 had handled 
34 million tons of military supplies and 600,000 tons of Belgian 
commerce. It was the key point of all military supplies by Decem- 
ber, 1944, and was the real objective of Rundstedt’s abortive 
Ardennes Offensive. It is worthy of note that even the concentra- 
tion of Vi and V2s on Antwerp and its docks did not significantly 
delay the operation of the port. Minelaying off the Scheldt 
proved a greater problem than bombing, while the dense anti- 
aircraft defences along the Scheldt decisively defeated from the 
start all Luftwaffe attacks, which ended in disaster on January 
1, 1945 when 330 German planes were shot out of the sky in two 
hours by the American and British A.A. guns. The Belgian Congo 
has accumulated great reserves of raw material and foodstuffs; 
and, as shipping becomes available, Antwerp, now returned to 
the Belgian Government, will be able to handle everything that 
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reaches it. Ostend has resumed a limited ferry service for civilians 
to Dover. 

The small Dutch ports of the Scheldt were badly damaged 
during the battle of the Scheldt. Breskens was go per cent 
destroyed, but Terneuzen only partially and it is now restored. 
Flushing has been of little use since the flooding and the attack on 
Walcheren. The Hook is working to full capacity as a military 
transit port and has again opened for civilian ferry service. 
Rotterdam has escaped serious damage to its docks, but port 
facilities were partly demolished by the Germans. Amsterdam 
is undamaged, having had only one small bomb during the whole 
war, but in September, 1944 the Germans fled in panic and 
wrecked 80 per cent of the cranes in the Amsterdam docks besides 
blowing up three ships. The canal outlets to the North Sea and 
Zuyder Zee, however, are intact. The Germans returned to 
Amsterdam two weeks later and had to cope with their own 
demolitions. The shops of Amsterdam are empty and the people 
hungry, but the port is ready to resume its functions, on a reduced 
scale. The main problem of the Dutch ports is not war damage, 
but the collapse of their links with the Rhineland and the chaos 
in the Rhine industrial zone and in world trade and shipping. 

An interesting development of the continental ports appeared 
from 1940 to 1944, no less than a reappearance of a sea trade using 
the same ports and routes as the Hanseatic League of the Middle 
Ages. During the war years the North Sea area belonged mainly 
to the Power which commanded the air, not the sea. Until 194; 
German coastal shipping moved steadily from Hamburg west- 
wards to the Zuyder Zee, the Scheldt, and the Channel ports. 
Protected by the Luftwaffe and the German minefields off Jutland, 
German shipping was able to move north to the Skagerrak, the 
Norwegian coasts, and the Baltic Sea, and by way of the Kiel canal 
to all the shores of the Baltic, which became almost a German lake. 
The products of Finland, Scandinavia, and the East Baltic States 
were drawn into the German economy and linked by sea with the 
Low Countries. After 1943, when Britain established air superior- 
ity, German shipping moved by way of the A.A. defences and 
minefields of the Frisian archipelego to Amsterdam, and more 
cautiously to the Scheldt, the Rhine ports, and Ostend. Thus a 
kind of modern Hanseatic League extended from the Gulf of 
Finland and Bothnia to the English Channel, with great advantage 
to the German war economy. Antwerp, Rotterdam, and Amster- 
dam were linked closely with the N. German ports of Emden, 
Bremen, and Hamburg in a coastwise traffic which provided an 
excellent alternative to the over-bombed railway system of North- 
West Germany. In 1943 the air attack switched to smash this sea 
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trade. Liibeck port escaped with comparatively little damage, but 
Hamburg, Bremen, and Emden were practically destroyed, as 
were Stettin, Rostock and, later, Kiel. In Hamburg 30,000 people 
perished in one week of bombing, mainly from the fires set 
raging by phosphorus and oil bombs; and two-thirds of the city 
and most of its docks were completely gutted. The population 
fell from a pre-war figure of 900,000 to 300,000, though it has since 
been swollen by refugees to over a million. Since Holland and 
Belgium were friendly countries, their ports escaped this destruc- 
tion and the wheel of fortune has left them virtually intact, the 
sole unscarred continental survivors of the 20th century Nazi 
Hanse. 

The North German ports have, under Allied reconstruction, 
made a remarkable recovery. Bremen became an American 
enclave and got going quickly; in December, 1945 it was returned 
to British control. Even so, it took until February 27 to clear the 
basin of mines. Hamburg was in effective operation by August, 
and Liibeck port was never seriously damaged. ‘The German port 
facilities were restored before the navigation of the North Sea 
became feasible. What with minefields of contact, magnetic, 
acoustic, and magneto-acoustic mines — some timed to go off on 
the 6th or 8th passage of a ship, and a great number laid hap- 
hazard from the air at night — the task of mine clearing in the 
North Sea will probably take two years to complete. A channel 
linking Hamburg with Hull was cleared by September, 1945, 
though the ports were operating for coastal shipping from July 
onwards on a reduced scale. A regular military service from 
Cuxhaven to Hull began in November and shipping opened 
between Esbjerg and Hull in January. 

The conclusion of fundamental importance in this section on 
ports is that many of the W. European ports, even the French 
Channel ports, have been successfully handling very heavy military 
traffic for over a year. They are now able to handle more com- 
mercial traffic than can in fact reach them, owing to lack of 
shipping and to minefields and the wartime starvation of exchange 
across the narrow seas. As world trade revives, as inland water- 
ways and railway links are cleared, the danger of a blockage at the 
ports recedes. They, and their inland communications, have 
recovered sufficiently to play their part in the reconstruction of 
Western Europe if the world outside will do its share in providing 
food, raw materials, and essential machinery on credit terms that 
bear lightly on this devastated war region. The economic dislo- 
cation of France and the Low Countries is essentially of a tem- 
porary nature. But it is a nettle which needs to be grasped firmly. 
Holland has now received £250 million credits frozen during the 
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war, together with a Canadian credit of 125 million dollars. The 
economic condition of North-Western Germany will certainly 
improve within five years, and, with this improvement, the Low 
Countries will prosper even more than in the past. Meanwhile, 
these two small countries in the cockpit of Europe should find 
that their colonial lands overseas are an economic life-line, a kind 
of State insurance on a nation-wide scale, which lies outside the 


cockpit and can never be overwhelmed with it. The future of 


Western Europe to the Elbe is ultimately assured. 

There remains the peculiar problem of Hamburg and Liibeck, 
two great ports open to the sea as they have been for a thousand 
years, but now cut off from their natural hinterland of the Elbe and 
Prussia and Bohemia by the “Iron Frontier” which cuts across 
from Lauenburg to just east of Liibeck. The future of Eastern 
Germany is not assured. Hamburg has preserved its bridges. 
With Liibeck it has for the present to re-orientate itself within the 
British-American zone. It is in the best position to make itself 
the centre of the modern Hanse sea trade, with its precedent of 
1940-44. The inclusion of the Kiel Canal in the British zone 
preserves free access to the Baltic ports of Scandinavia and Russia 
and Poland — a fact of great commercial significance and stability 
in the future of Hamburg and Liibeck. 

Fisheries. The North Sea minefields, naval patrols, and air 
attacks made deep sea fishing almost impossible over a great part 
of the North Sea area. The fishing ports of the western half of 
this sea declined, and little but in-shore fishing was possible. In 
Ostend and Dunkirk the fishers suffered so many losses from 
drifting mines that, despite great pressure from the Germans, 
they ultimately refused to venture out. Perhaps it was in view of 
this “‘anti-collaboration”’ that the fish market of Ostend, the largest 
in Europe, was destroyed by the Germans before they left 
though it is now being restored. From Amsterdam eastward, 
however, the Jutland coast was clear of the main minefields until 
the autumn and winter of 1943, and so larger fishing vessels were 
able to carry on deep sea fishing as far north as the Lofotens. 
After 1943, however, R.A.F. minelaying made this increasingly 
risky, and, until the great minefields are at any rate partially 
cleared, any prospect of the German famine being relieved by vast 
harvests of herring from the sea is extremely unlikely. A beginning 
has nevertheless been made. Channels have been cleared to all 
the principal British east coast fishing ports through the great 
continuous east coast belt of mines which extended from Scotland 
to the Goodwins. Moreover, the East Anglian herring grounds 
have now been cleared off Lowestoft and Yarmouth. When 
fishing is resumed on a commercial scale exceptionally rich 
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harvests will certainly be secured, after five years of inaction in 
these waters.? The North German estuaries are ready when the time 
comes, as enforced inactivity in the past twelve months has 
allowed fishing vessels to be completely overhauled and repaired. 
The Elbe estuary has numerous small river ports filled with 
fishing vessels whose crews have been completed with a fine type 
of young sailor demobilized from the German Navy. It is likely 
that North-Western Germany, faced with the problem of over 
population, will seek compensation in the sea, and will make great 
efforts to develop fishing and the carrying trade. To do this 
effectively the Kiel Canal is essential. For economic as well as 
strategic reasons it is, then, a happy circumstance that the Canal 
is in the western zone. 


A. D. 


This article will be followed by a second dealing with problems of 
population and proposals regarding the future of Germany. 


THE ANGLO-AMERICAN LOAN 
AGREEMENT 


HE purpose of this note is limited. It contains a brief account 

of the facts which have given rise to our quest for a loan. It 

sets out the moral justification and practical business expe- 
diency of seeking assistance in the circumstances in which we find 
ourselves. The wisdom of approaching the United States and 
Canada rather than other possible lenders is next considered. 
Finally, an assessment is made of the burden which we thereby 
impose upon ourselves in the future. 

Attached to the Loan Agreement are commitments relating to 
British economic foreign policy. Space forbids a full analysis of 
these commitments, which are of much greater importance than 
those involved by the Loan itself. Broadly they amount to an 
undertaking that this country will not seek to build up a separate 
British bloc, but will collaborate with the Americans in endeavour- 
ing to weld the world into a more united economic system and in 
applying to modern economic ills the most recently devised 
remedies. It must be emphasized that in elaborating such detailed 
proposals as are contained in the documents, the British experts 


‘ The East Anglian trawlers in December all reported record fishing. “There 
is no need to look for fish,” it was said, “‘the sea is teeming with them”. In 
early January trawlers from the Elbe estuary were fishing the Dogger bank and 
returning their catches to Hamburg. 
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have played at least as great a part as the American. The proposals 
in no sense represent a specifically American view or interest, but 
have been hammered out round the table in an objective and 
scientific spirit with a view to getting a system that will work and 
will meet modern requirements. 

In the first half of 1945 we obtained imports, other than muni- 
tions, worth {598.9 million. This represents an intake of about 
£1,200 million a year. But in that half year we were importing 
some 10 per cent less than in the strenuous war period 1942-1944; 
the end being in sight and the demands on shipping great it was 
not imprudent to let stocks run down. Our import requirements, 
pared down to the war-time minimum, may be taken therefore as 
about £1,320 million a year at the 1945 prices. Had we wished to 
return to the pre-war standard of living the cost of imports would 
have been little less than £1,800 million, or some £1,650 million 
deducting reexports. 

In the same period our exports, other than munitions, were worth 
£176.7 million, or £353 million a year. Our invisible income from 
abroad (shipping, investments, etc.) is estimated to have been {£352 
million in the years preceding the war; this invisible income is 
known to be considerably reduced. The vastness of the gap be- 
tween what we were earning from abroad in the first half of 1945 
and what we need to earn, in order to pay our way, is obvious. 
The volume of our exports in this period was some 40 per cent of 
their volume in 1938. It will clearly take many months to restore 
their volume to the 1938 level; man-power and materials have to be 
made available and plants re-adjusted. By a bold piece of arith- 
metic one might estimate that exports at the 1938 volume and the 
1945 prices would bring us in £882 million. Thus even after this 
was done there would be a huge gap still to be filled. Experts have 
recently been saying that we need to raise our exports 75 per cent 
above their pre-war level. Before that can be done a still longer 
interval must elapse. 

What, then, is the essence of the situation? 

First, it may be noticed that our precarious position is due to the 
war strategy. We did not seek to maintain exports during the war, 
but deliberately let them run down in order to release shipping 
and man-power for the war effort. In the early days we no doubt 
had to, in our struggle for dear life. In 1941 our exports stood at 
56 per cent of their 1938 volume. After Pearl Harbour it would 
have been possible, although not at all desirable, to press for some 
re-adjustment of resources. We could have represented that it was 
impossible to continue with this rake’s progress. That we did not 
do so is shown by the figures for our exports after 1941. In 1942 
they stood at only 36 per cent of their 1938 volume, and in 1943 
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and 1944 at only 29 per cent and 30 per cent. The effect of this 
was two-fold. While the war was on we had to make shift by 
borrowing (whether by the sale of old investments or by incurring 
new debt) no less a sum than approximately {4,000 million. This 
has eaten into our net invisible income from abroad already men- 
tioned. Secondly, the time required to restore our exports to a 
level which enabies us to balance accounts is increased. The fact 
that we did with all awareness let our trading position deteriorate 
so much for the sake of the common cause gives us a moral claim, 
which we can advance without any shame, to assistance, now that 
all is over. 

Secondly, is it sensible to use this moral claim and seek assist- 
ance? Or should we try by rigorous austerity to struggle through 
on our own? The figures already quoted provide the answer. No 
self-sacrifice in the world would make this policy feasible. Even if 
we could restore our exports to their pre-war level overnight — and 
this is palpably impossible—we should still fall far short of 
balancing our account at war-time standards of living, and should 
have to cut our rations and supplies far below the worst period of 
the war. And how about the materials needed for the export 
trades? We should become involved in a vicious circle. Our 
people would suffer from gross undernourishment and lack the 
energy required to make the export trades revive. In fact, the 
whole machine would seize up. It is difficult to see on these terms 
how we ever should recover. We should become a permanent 
slum and our people would have to seek refuge by emigration, if 
hosts could be found, on a scale not equalled in our most expan- 
sionist days. 

[t is not only for our own sake that we should seek to avoid 
becoming a distressed area. As such we could not do our duty in 
co-operating in the tasks of world reconstruction. Even if this 
were a self-appointed role, we ought not to shirk it. But it is not 
self-appointed. The American Administration wishes us to play 
our part, along with the United States, in leading the world to a 
better economic ordering of its affairs. If the American people are 
willing to give us a loan for precisely this purpose on reasonably 
generous terms it would hardly be sane to doubt the wisdom of 
accepting it. The proposition is a sensible and business-like one. 
Borrowing is not good or bad in itself, but according to the cir- 
cumstances; the whole of modern civilization is based upon 
borrowing; it is hard to imagine a case in which the prudent justi- 
fication for borrowing was greater than ours to-day. 

Thirdly, the question has been raised whether we have gone 
to the right source for assistance. There is a confused idea that we 
have gone to a Power that is in imperfect sympathy with some of 
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our economic aims, and that we should have done better to seek 
accommodation from our “friends” in the sterling area. By all 
means let us think of the sterling area countries as our friends and 
seek to tighten the bonds of friendship in every way. But friendli- 
ness in the matter of financial accommodation is in a special case 
and depends on means as well as goodwill. This point may be 
judged by the facts of the immediate past. Which group has shown 
the more “‘friendly” spirit, the United States and Canada (from 
whom we also wisely seek assistance), or the sterling area countries? 
Canada has made most generous gifts, and the United States has 
provided arms, food, etc. by lease-lend, which, if the Loan Agree- 
ment passes, will prove to have been a gift. The sterling area 
countries merely provided us with credit during the war, for which 
they require repayment in full. Which is the more friendly conduct 
from a financial point of view? The sterling area countries would 
have to offer the cancellation of indebtedness, stated in Command 
Paper No. 6707 to be £2,723 million, to put themselves on a par 
with the other group in this regard. If we ought to go to the nations 
that have treated us best so far, we have gone to the right place. 

In defence of the sterling area countries it may be said that they 
cannot afford such generosity. Let the defence be granted. Is it 
sensible to seek assistance from those less able to afford to give it? 
Is it kind to them or advantageous for ourselves? Would it 
strengthen the ties of friendship? It must be remembered that this 
granting of credit is not mere juggling with bits of paper. What we 
should be asking them to do would be to part with real resources, 
gratis for the time being. They would be asked to give over to us 
food and materials, which they could otherwise use to sustain their 
own life and industry or sell elsewhere in exchange for much 
needed articles of consumption or equipment. These sterling area 
countries have their difficulties. Lord Keynes, speaking of the 
American Loan in the House of Lords on December 18, 1945 
said: “The alternative is to build up a separate economic bloc which 
excludes Canada and consists of countries to which we already owe 
more than we can pay, on the basis of their agreeing to lend us 
money which they have not got and buy only from us and one 
another goods we are unable to supply.”’ It is not necessary to add 
anything to expose this alternative proposal as based on most 
wishful and most confused thinking. 

Fourthly, are we incurring a liability that we shall find it 
difficult to meet? Here it is necessary to have regard (i) to a sense 
of proportion — and (ii) to the safeguards embodied in the Agree- 
ment. The maximum payment of interest and capital in respect of 
the Loan in any one year is £35 million. We have to set this 
against the amount of some £1,500 million or more which, as 
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already explained, we shall have to earn abroad per annum in one 
way or another if we are to sustain our standard of living. Of 
course, this is a formidable prospect. It is not quite so formidable 
as it sounds to those who have not adjusted their ideas to the post- 
war level of prices. It may not prove as difficult as it seems if the 
economies of other countries are expanding and prosperous and 
their right to exclude British goods from their markets is limited in 
the way suggested in the documents which accompany the Loan 
Agreement. If we cannot manage the £1,500 million — or whatever 
the precise sum may be — we shall be broken and bankrupt in any 
case. Is it sensible to contemplate that we might manage {£1,500 
million but be broken by having to find £1,535 million? Our 
invisibles having shrunk, this £1,500 million will have to consist 
in very large part of British exports. It should be remembered 
that when on a previous occasion we found it difficult to meet a 
payment due to the United States of about the same size, our 
exports were standing at £390 million (1931). The burdensome- 
ness of a given payment depends upon the circumstances. 

The Loan Agreement contains important safeguards. In the 
first place there is the waiver of interest. Repayment of capital 
is presumably not by itself a burden, since we shall have had the 
money. Interest is waived unless we attain a level of exports 
sufficient to buy the imports that we had in 1936-8. Thus if we do 
not attain the £1,500 million level — or whatever it may be, the 
precise value depending on the course of world prices — we shall not 
have to pay interest, and strictly we shall incur no burden through 
the Loan at all. The interest payment for any year, if waived, is 
waived once for all. When payments in respect of the Loan begin 
in 1951 the capital repayment, to which alone we are committed 
if we have failed to put our house in order, isa mere £13 million. It 
has been suggested that the Americans are seeking to peg us down 
to the pre-war standard of living. This complaint is doubly unfair. 
lf by greater industriousness at home we can raise our standard of 
living, we might none the less be in a position in which interest 
payments could be waived under the Agreement. The Americans 
are surely entitled to say that we cannot both afford to raise our 
standard of living by buying and paying for more goods from 
abroad than we purchased in the pre-war years and plead that we 
cannot afford to pay interest on the debt. 

It is often stated that while we do not mind doing the necessary 
work to repay the loan, we have no guarantee that the Americans 
will be willing to receive payment, and that we are thereby storing 
up for ourselves a difficulty that it will be beyond our power to 
overcome. It must be most strongly emphasized that this misgiv- 
ing is unjustified, and that the guarantee is in fact present in the 
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documents accompanying the Loan Agreement. This guarantee 
is embodied in the “scarce currency clause” of the Internationa] 
Monetary Fund. If this country sells abroad in any part of the 
world goods or services of value exceeding by £35 million the 
value of the goods it buys from abroad, its obligation to the U.S. wil! 
be fully and finally discharged. It can tender in discharge of its 
obligation any currencies other than British sterling. It need take 
no cognisance of how the United States receives payment. That is 
for the United States to settle for herself. This is the effect of the 
multilateral system which it is proposed to set up, combined with 
the scarce currency clause. Before 1931 we had a multilateral 
system but no scarce currency clause. This safeguard is much the 
most important item in the whole Agreement. The continued 
teasing of Americans on the question of how they intend to “‘take 
payment” implies ignorance of what has happened. 

It may be noticed that if we sought accommodation from sterling 

area countries and rejected the proposals accompanying the Loan 
Agreement we should have no such safeguard. It is true that we 
might make the sterling area countries, by bilateral bargaining, 
take payment in British goods which they would be unwilling to 
buy on purely commercial grounds and accept as the only means 
of liquidating a bad debt. But is this the principle on- which we 
wish to proceed in our post-war trading? And can such methods 
be permanently sustained? 

It may be well at this point to drag out of its lair an idea, which 
is perhaps only entertained by a minority and by them in a semi- 
conscious way. The fresh light of day should be lethal to it. It is 
that Britain is down and out, and can only hope to keep body and 
soul together by some sleight of hand, such as that indicated in the 
last paragraph. The American Administration has better hopes of 
us, as we should have ourselves, and this is the real quintessential 
significance of the terms of the Loan Agreement. The Americans 
have been for the last year or two standing in the place of our own 
better selves. The alternative idea is that the boys who built the 
Spitfire and the Lancaster and the Mosquito, to say nothing of 
those who fought in them, should be able by their combined wits 
and energy to fabricate goods which the other peoples of the world 
will wish to buy in a free market in sufficient quantities to enable 
us to buy the food and materials — and perhaps a few luxuries too 
— that we require from abroad. If this is not so, we had better 
close the book of British history. If it is so, the more astringent 
clauses of the Loan Agreement, which commit us to abandoning 
the war-time system of scrounging — fully justifiable in war — 
within one year, should be most welcome. 

Finally, a brief word should be said on the documents accom- 
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panying the Loan Agreement. Broadly, they seek to implement 
the two purposes set out in Article 7 of the Mutual Aid Agreement. 
The first is that like-minded nations should take concerted 
measures, domestic and international, to stimulate production, 
consumption, and employment. This is best thought of in the 
light of the great slump of 1929-1932 when no concerted measures 
were taken and no machinery for planning them existed. If these 
documents are ratified, the position of the nations of the world will 
be revolutionized in that regard. For this country, with her heavy 
dependence on world prosperity, it is supremely important that 
these projects should be successful. Compared with them the idea 
of sterling area “‘planning”’ is derisory. 

The second purpose is to reduce tariffs and other trade barriers 
and eliminate discrimination in international commerce. While 
this has its moral for the Americans, with their high tariff, and 
there is no reason to suppose that they will not make a generous 
contribution towards implementing the aims of their own docu- 
ment, the most important aspect is the elimination of the ““Schacht- 
ian” system of foreign trade controls, which contained such a 
deadly potential menace to the position of Britain in world trade. 
Of course we have our own disciples of Dr. Schacht who would 
like to transport his machinery of trade control from Berlin to 
London on Reparations account. But I do not think that the 
British people, when it has recovered its wind after the war, will 
take the Schachtians very seriously. 


R. F. H. 
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N attempt to explain the Indian political situation, especially 
Aw election time, is about as hard as describing the shifting 

combinations which characterize French politics. Indeed, 
there is a striking similarity between the political climate of both 
countries, since in both France and India politics are regarded as 
an absorbing and intricate pastime, as important as, if not more 
important than, the business of government. In India the 
complexities which usually result from such an approach are 
heightened by the communal cleavages which, although they are 
crystalizing in political life into two main groupings, are at the 
same time hardening in their mutual differences, with the unhappy 
result that political life is moving ever further away from the 
natural influences of economics, which in a healthy démocracy 
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are the normal factors behind political alignments, towards a 
a religeo-national cleavage the logical outcome of which can only 
be a split into two nations. 

The tendency for the smaller political groups to disappear was 
strikingly illustrated. in the recent elections to the Central 
Assembly, which still exists as a curious but useful anachronism 
and consists of 102 elected members, 26 officials representing the 
Executive Council and the various Government Departments, 
and 13 Members nominated by the Viceroy to represent what are 
considered to be special interests and which would otherwise 
remain unrepresented. This Assembly is elected by a narrow 
franchise of comparatively wealthy voters. Many critics are loud 
in their condemnation of its unrepresentative character; neverthe- 
less it is undoubtedly serving a useful purpose in this interim 
period, while we are all waiting for a new world to be born out of 
the Provincial Elections. 

The Congress Party, which more often than not during the 
past decade has refused to send its members to the Central 
Assembly, is now leading the Opposition in the new House, 
having gained 55 of the 102 elective seats, or 88 per cent of the 
votes in those constituencies. which are known as General or 
non-Muslim. ‘The Hindu Mahasabha Party, whose platform is 
one of militant Hinduism, was completely annihilated, losing all 
the 18 seats which it contested. The Muslim League scored 100 
per cent, with 30 wins in 30 constituencies reserved for Muslims, 
the Muslims who do not believe in Pakistan thus being as effec- 
tively eliminated as the Hindu Mahasabha which only believes 
in Hindustan. 

The Central Assembly therefore presents a picture somewhat 
similar to the Chamber of Deputies with three main parties, the 
Congress, the League, and the small but effective European Group, 
with the Government bloc as a rock around which these currents 
surge, and which is only submerged if at least two waves pile up 
on top of it at the same time. The Congress maintain that the 
results of the elections to the Central Assembly are no indication 
of the way in which the Provincial elections will go, as the franchise 
is so narrow. The Muslim League says that the franchise has 
nothing to do with it, and that Muslim sentiment is so strong 
behind the League that they will achieve the same striking 
successes in the Provinces. 

As regards actual legislation the Central Assembly has been at 
work now for a short time, and the Congress seems bent on 
bringing as many censure motions as possible against the Govern- 
ment on purely political issues such as the treatment of the 
Indian National Army prisoners and the recruitment of Europeans 
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to the 1.C.S. and Police, while showing little interest in the dull but 
dreadfully important problems of food shortage, industrial 
expansion, and re-settlement with which the harassed Govern- 
ment minority is grappling. On the other hand, the fundamentally 
irresponsible nature of this Assembly, which works under the 
shadow of the Viceregal veto, makes it difficult to blame the 
Nationalist Party for not taking its responsibilities in this particular 
sphere very seriously. 

The focus of political activity among the highly politically 
conscious section of the population, which is interested in these 
matters — possibly 10 per cent at most of the whole people — 
are the Elections in the 11 Provinces of British India. Far more 
important than their outcome is naturally the reason which has 
prompted the British Government to put so much effort into 
arranging for their holding; i.e., the formation of a Constituent 
Assembly. This will be brought about as follows: after the 
Elections, preparatory discussions will be held with the elected 
representatives in order to secure the widest measure of agreement 
as to the method of setting up a Constitution-making body. It is 
to seek such agreement that the British Cabinet Mission has gone 
to India. This Constitution-making body must produce a 
Constitution which can be worked by a representative National 
Government capable of concluding a treaty with his Majesty’s 
Government, which, it is hoped, will serve as the basis for Indo- 
British relations in the future. How will the outcome of the 
Provincial elections affect the prospects of this vitally important 
body? 

On past form the more successful the Muslim League the 
slimmer will be the prospects of success for this body, since Mr. 
Jinnah, the leader of the Muslim League and father of the idea of 
a separate Muslim nation, has not tired of repeating that the 
Muslims of India, united behind him in the League, will not 
tolerate being governed by a majority of Hindus, and will not 
form a coalition Government with the Congress, despite the 
latter's claim to speak for Muslims as well as Hindus. To judge 
by the Central Assembly’s elections and by the signs in the 
Provinces, the Muslim League will gain impressive successes not 
only in Provinces where the Muslims are in a minority, which is 
to be expected, but also in the Provinces where the number of 
Muslim inhabitants is as great as or greater than the Hindus. 
These Provinces are the North-West Frontier Province, Sind, 
the Punjab, and Bengal. It is in these Provinces that Mr. Jinnah’s 
claim to be the leader of the Muslims will be really tested, and if 
the Muslim League successes in all these Provinces are substantial 
enough to give them reasonable numbers of seats in the Assembly 
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the chances of an agreed Constitution coming to birth will be 
gravely prejudiced. 

In the North-West Frontier Province the elections ended on 
February 14, and the results were known early in March. The main 
factor in the politics of the Frontier is the personal one, and the 
fact that the martial types who live in that area have for long been 
supporters of the Congress, a party still officially wedded to non- 
violence, has been due almost entirely to the personality of Khan 
Abdul Gafur Khan, an ascetic giant who has been able to sway 
the frontiersmen to Gandhian politics and whose brother Dr. Khan 
Sahib has twice headed Congress Governments since Provincial 
autonomy became effective in 1937. In that year the Congress 
won 15 Muslim and 4 Hindu seats, forming a Ministry with the 
aid of independents. ‘Then slowly but steadily the League came 
on the scene and formed a League party in the Assembly. From 
the Assembly the League spread to the Province, and now it has 
come to stay on the Frontier, despite the influence of the famous 
Khan brothers. Notwithstanding the growth of Mr. Jinnah’s 
influence, however, League expectations were surprisingly 
belied by the election results, as the Congress achieved a handsome 
majority, which will enable them to form a Government without 
any difficulty. One official of the Province felt before-the election 
that if the Congress were to defeat the League decisively in this 
overwhelmingly Muslim Province Mr. Jinnah’s claim to Pakistan 
would look pretty silly. On the fact of it this is undoubtedly true, 
but on the other hand, there is no doubt that the Pathans of the 
Frontier have as little idea of the implications of Pakistan as they 
have of the meaning of Hindu rule under Congress Governments, 
which their less fortunate brothers in the Hindu-majority Pro- 
vinces undoubtedly experienced when the Congress ruled from 
1937 to 1939 in 8 of the 11 Provinces in India. 

In the Punjab, the great Province in which the Muslim can 
claim a slight majority over the Hindu, politics were dominated 
for a long time by the statesmanlike figure of Sir Sikander Hyat 
Khan, whose Coalition Unionist Party stood for moderate policies 
and was kept out of the clutches of Mr. Jinnah by Sir Sikander’s 
influence and ability. On the latter’s tragic death Mr. Jinnah 
lost no time in trying to extend the influence of the Muslim League 
by winning over his son, Shaukhat, a step which the political 
inexperience of this youthful soldier brought to nothing. Never- 
theless the League, now reinforced by Sir Feroze Khan Noon, 
another Punjab landlord who until recently was Defence Member 
on the Viceroy’s Executive Council, has made great efforts to 
extend its influence among the Muslims of the Punjab, and the 
results are reflected in the election returns. The Muslim League 
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has undoubtedly secured its greatest success so far in this Province, 
with 75 seats out of a House of 178; it is thus the largest single party 
in the Assembly. The Unionist party has sunk into insignificance 


| with 20, and this total includes only 12 Muslims, of whom 4 are 


since reported to have gone over to the Muslim League. The 
Congress has 43 seats, and the Akalis (Sikhs) 21. As no party has 
a clear majority the result has been the formation of a Coalition 
Government of Congress, Unionist, and Akali members, thus 
keeping out the League, so that Mr. Jinnah’s undoubted success 
at the polls has come to nothing in face of the hostility to his 
Two Nation theory on the part of the other communities of the 
Province. 

Although the Punjab is the keystone of Pakistan, Bengal, where 
the Muslims and the Hindus are about equally divided, is also an 
important Province for the Muslim League, and the Central 
Assembly elections have encouraged Mr. Jinnah to some consider- 
able confidence, for the Muslim League returned 28 candidates 
in the 28 Muslim constituencies. The election results are, how- 
ever, still to come 

In Assam the results have just been announced, and although 
the Muslim League has captured the majority of the Muslim seats 
the Congress have won all the General seats and most of those 
reserved for special interests, so that a Congress Government will 
undoubtedly be formed in that Province with a strong Muslim 
League Opposition. One interesting feature of these elections was 
a Pro-Congress European who contested one of the European 
seats, but was heavily defeated. 

Sind has also declared its results, and owing to almost equal 
numbers of Congress and League members in the Assembly the 
presence of a very small Muslim party under Mr. Syed, which does 
not go the whole hog with Mr. Jinnah, makes the formation of a 
Government in that Province, notorious for the instability of its 
politics, dependent on a handful of four members, the so-called 
Syed Group of Muslims. Although for a time it looked very 
much as if this small group of Muslims would coalesce with 
the Congress to form a predominantly Congress Government, at 
the last minute one of the Nationalist Muslims went over to the 
Muslim League, thereby giving that party a majority of one. The 
Governor was in a difficult position, and in view of the fact that 
the Province is predominantly Muslim in population he decided 
to ask the Muslim League to form a Government. This created 
much dissatisfaction in Congress circles, where it is claimed that 
the three European members who hold the balance, and who 

refused to take sides, should have joined the Congress coalition 
to keep out the Muslim League and so resist the Balkanization of 
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India implicit in the idea of Pakistan. There was some strong 
criticism of the Governor from these quarters as well, on the 
ground that he was playing the old game of divide and rule, and 
that he had actually influenced the dissident Muslim to cross the 
floor. In any case the new Government is a very unstable one, and 
anything may happen when it comes to face the Assembly. 

In the remaining Provinces, Bombay, Madras, the U.P.,' and 
C.P., the Congress will undoubtedly gain substantial majorities, as 
they did in 1937, but with equal certainty the Muslim League will 
gain the majority of the Muslim seats available, small though these 
will be in number, for it is in these provinces that memories of the 
so-called Hindu Raj of 1937-39 are most bitter and, it must be 
sadly admitted, with some justification. The elation of the Con- 
gress in those early legislative days when the ordinary Congress 
rank and file — what Hitler used to call his ‘alte Kampfer’ — took 
office in eight of the eleven Provinces and turned their eager hands 
to constructive government, often found expression in high-handed 
action towards other parties and so, Indian politics being what 
they are, to other religious communities. The Muslims complained 
of discrimination against them in schools, in the allocation of 
Government jobs, in the sphere of real estate, and in the affairs of 
the local district boards. : 

But they were not the only martyrs on the opposition benches, 
for the Parsis complained about the effects of prohibition on their 
commercial interests, the Harijans were loud in their anger with 
the Congress for not having made the Brahmins throw open the 
temples to them, and in fact it was only the Europeans who had no 
grouse, for even in the matter of prohibition they were classed 
with the aboriginal tribes and chronic addicts, to whom liberal 
allowances of liquor were made. Thus it was in the big Congress 
Provinces between 1937 and 1939, when the Congress Govern- 
ments were in many cases showing considerable talent for rule 
and quite remarkable industry, that the seeds of discontent were 
being sown among the non-Hindu communities; and because the 
Muslims are the largest minority and possess a dynamic leader who 
is prepared to split India in half in order to avoid a repetition of 
Congress rule not only in the Provinces but in the Central Govern- 
ment as well the idea of Pakistan has become far more than a slogan 
and is to-day the most important issue in the affairs of this vast 
sub-continent. 

Why did Congress allow this state of affairs to come about? 
There is little doubt that despite the very great influence of the 
nineteenth century liberal traditions on Indian nationalism ever 


1In the United Provinces, since the above was written, Congress have 
formed a single-party Government. 
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since the founding of the Congress by Englishmen in the ’8os of the 
last century, in the last twenty years the Congress Party has been 
dominated by a handful of brilliant and forceful men who, despite 
the liberal tone of their language, which in view of their upbringing 
was almost automatic, have ruled the Congress machine in a grow- 
ing spirit of autocracy. It is difficult to account otherwise for the 
activities of the controlling body of the Congress, the Working 
Committee, which sat above and aloof from the Congress Ministries 
from 1937-39 during the constructive period, organizing their 
legislative programmes in the most unconstitutional manner, and 
finally calling on them to resign when their activities were becom- 
ing extremely fruitful and when their presence in office during a 
war, which eventually threatened India directly, was of supreme 
importance. The activities of this ‘High Command’, which 
incidentally takes no steps to prevent itself from being called by 
this martial, almost Fascist, title even by its own press, are becom- 
ing once more of considerable importance, and no Ministry can be 
formed to-day in a Province in which the Congress have gained 
anything like a working majority without some member of 
this body flying to the capital concerned in order to organize a 
Government which might well be the reverse in its composition 
and allegiances to the wishes of the voters, with whom the High 
Command has no constitutional relationship whatsoever. 

This may sound like quibbling, but it is not; indeed, a point of 
principle is involved, and it was on these dictatorial and highly 
centralized lines that the Congress went wrong last time, alienating 
all the non-Hindu communities by their high-handed tactics, for 
which the Working Committee was very largely responsible. 

So far then as the forthcoming Elections are concerned the 
picture reduces itself to the Jinnah question-mark. Will the 
Muslim League prove, by the results of the elections in the North- 
West Frontier Province, the Punjab, and Bengal, that the Congress 
claim to represent all Indians, Hindu and Muslim, is false? For a 
long time now one of the Congress trump cards has been their 
prominent Muslim personality, Maulana Azad, who is at the 
present moment President of the Congress, but such is the bitter- 
ness felt against him among Muslim Leaguers and their wide 
‘ollowing in the country that Maulana Azad scarcely appears in 
public, and, rumour has it, is reluctant to travel by train owing to 
the hostility shown to him by Muslims throughout the country. 
if the Muslim League proves that this claim is unfounded, and the 
chances are that it will, the future of India will lie once more in the 
hands of Mr. Jinnah, who so far has not disclosed to anybody how 
he intends to make two nations out of India without transfers of 
population which would make the present situation in Europe 
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look simple. If his claim is exploded, presumably a Constituent 
Assembly will somehow be called together, a Central Government 
will emerge, and an Indo-British Treaty will be signed. 

So far as the political temperature of the country is concerned 
there seems little doubt that the leaders of the Congress party are 
finding themselves in an increasingly embarrassing position. 
Although politicians in India in the past have been more fortunate 
in some ways than most, in so far as they have never had to worry 
much about the outside world, the new distribution of power has 
brought them face to face with some rather startling realities, 
which they have never had to take into consideration before. In 
the first place there seems little doubt that America, who has 
always been regarded by the Congress as the one Great Power 
which might force the complete independence of India on Great 
Britain, is not prepared to do much more than is involved in being 
mildly rude to England. In April, 1942 when Great Britain could 
scarcely have withstood the slightest pressure, America did not 
apply it despite the hopes of the Congress; while to-day even the 
traditional sentimental feeling of the American public for a sup- 
posedly downtrodden people has undergone a change as the result 
of the first-hand experiences of India gained by many American 
soldiers and airmen who have served in the C.B.I. theatre. This 
important factor has been publicly confirmed by Pandit Nehru’s 
sister, Mrs. Vijayalaxmi Pandit, who has just returned from a 
year’s tour in the States, where she apparently made surprisingly 
little headway in her efforts to win sympathy for the Congress 
cause. 

A second and even more significant factor in India’s foreign 
relations to which the Congress leaders cannot be blind is the 
unpredictable attitude of Russia, to whose activities not far distant 
from India’s North-West sea and land frontiers no Indian Govern- 
ment can be insensitive, whether that Government is headed by 
Lord Wavell or Pandit Nehru. In the atomic age, with America 
so far away and Russia so near, there is only one Great Power left 
to whom an agricultural sub-continent with three thousand miles 
of coastline can turn with any degree of certainty, and that Great 
Power is the one with whom India has long-standing and intimate 
ties in commerce and in political tradition. 

Beneath the slogans and the anti-British propaganda in the press 
and on the platforms there undoubtedly lies in the minds of most 
of India’s leaders a strong sentimental attachment to the British 
connection, an attachment which finds its strongest and most 
practical expression at the moment among the big industrialists. 
It cannot be without significance that the two biggest names in 
Indian Industry, Birla and Tata, have entered into long-term 
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commercial arrangements with the Nuffield organization and with 
[.C.I. respectively. This applies even more to the R.I.N. 
mutiny in Bombay and the riots which followed. The local Con- 
gress leaders, Sardar Vallabhai Patel and Mr. S. K. Patel, did their 
utmost to check the disturbances, which were undoubtedly 
organized by the Communist party and the ‘wild men’ of the 
Congress, who are nowadays only Congress adherents in name. 
Pandit Nehru was asked by the local Congress leaders to stay away 
from Bombay, and when he did come — fortunately after the 
rioting was over — he was never out of sight of Vallabhai Patel. 

Too much store should not be set, of course, on such tendencies 
as these; there is undoubtedly a considerable legacy of dislike and 
distrust of Europeans in general and of the British in particular, for 
the habits of thought of a quarter of a century die hard on both 
sides, but it is significant that the riots and bloodshed which took 
place recently in Bombay on the occasion of the Bose anniversary 
celebrations were not organized by the Congress party, whose 
‘Independence Day’ celebrations on January 29, involving 
enormous crowds, passed off without incident. 

The picture shows a vast country crying out for an improved 
standard of living and on the verge of industrial revolution which 
may help towards the raising of that standard, if stable political 
conditions prevail in which commerce and industry can develop 
to the maximum extent. It shows the most pronounced cleavage 
between the two main communities, since the Muslim invasions 
began in the Middle Ages, a cleavage which, if it is not resolved by 
a compromise, will involve either a separation of India into two 
nations, the practical planning of which process nobody has so far 
dared to contemplate, or an agreement by both parties to be ruled 
by the third, which at the moment is as unwilling to contemplate 
ruling as the disputants are to be ruled. 

It is in fact as confusing a picture as any contrived by Picasso 
and one which the pleasant and momentary distractions of the 
Elections are allowing us to put out of sight and mind for at least 
another few weeks. 


W. W. J. 
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ie news, received at the end of December, that organized 
demonstrations were taking place in Seoul in protest 

against the decisions of the Moscow Conference may well 
have caused surprise to anyone not well acquainted with Korea’s 
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history. The country has been in the tight grip of Japan for 35 
years, and now, at long last, it is to assume the position of an 
independent sovereign State; why then, it may have been asked, 
was the Moscow decision given such an unfavourable reception 
in the Korean capital? The explanation is simple, but the fact 
that it is not generally known is due primarily to the success of 
the Japanese in isolating Korea from the outside world for the 
past 25 years, and in exercising such ruthless police control over 
the lives and activities of the people that no movement of revolt 
inside the country against its subjection to Japan has had any 
chance of success, with one exception, which will be referred to 
later. Outside the country, however, resistance groups have been 
active for many years, and a statement in March, 1944 by the 
leader of the organization established in Chungking was signi- 
ficant. Speaking on the 25th anniversary of the inception of the 
independence movement, he said, “Nothing short of full and 
immediate independence”’ would satisfy them, and that opinions 
favouring the placing of Korea under a form of international 
control were “insulting to the Korean people”. “They mark,”’ he 
said, ‘‘a disgrace for the holy fight against aggression, imperialism, 
and injustice. We insist that all peoples must be free and equal. 
They all must have the right to govern themselves.” __ 

The movement referred to first showed itself in widespread 
demonstrations in March, 1919, which led to the Japanese 
instituting some measures of reform in their administration—but 
this is to anticipate events, and a word must first be said about 
the country and its history. 

Korea, the ‘““Land of Morning Calm”’, is so situated, geographic- 
ally, as to possess great strategic importance. The Japanese have 
been fond of describing it as “a dagger pointed at the heart of 
Japan”’, but all their actions have made it quite clear that it is as a 
stepping stone to the Asiatic mainland that they have really 
regarded it, as with a foothold in Korea it was comparatively easy 
for them to dominate Manchuria, invade China, and then push on 
towards the south-west Pacific. 

The country has an area of over 85,000 square miles, with a 
length of some 465 miles at its ‘urthermost north-eastern and 
southern points and a maximum width of 170 miles. The popula- 
tion is estimated to number about 25 million, four-fifths of whom 


live on the land. A glance at the map will show that its chief 


southern port, Fusan, is only 120 miles from Japan, while its most 
north-easterly point is less than 100 miles from Vladivostok. 
Three-fourths of the country is mountainous or hilly, and the 
proportion of good arable land is barely one-third of the total 
area. The climate is temperate, and continental rather than 
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oceanic, with cold, dry winters, and hot summers, and a rainfall of 
from 30 to 50 inches. 

Racially, the Koreans are distinct from both the Chinese and 
the Japanese, but perhaps more closely allied to the latter than 
the former, since southern Korea was most certainly settled by a 
people akin to the early non-aboriginal settlers in Japan. The 
country was a vassal of China from perhaps the 5th century 
until the end of the 19th, but Chinese suzerainty sat lightly upon 
the people almost throughout this long period. Immigration 
of alien peoples has never been on a large scale, but there has 
probably been steady Chinese infiltration into the country through 
the centuries. Apart from this, foreign invaders have come on 
several occasions from Mongolia, Manchuria, and Japan.* 

The Koreans’ language is their own, but for many centuries 
the country was under the cultural influence of China, and 
borrowed from there the ideographic script and much of China’s 
art, religion, and social system. It was through Korea that Japan 
received Chinese culture and the Buddhist religion, a fact for- 
gotten by the Japanese when they describe the Koreans as 
culturally inferior to themselves. Korean history was, in fact, 
connected with that of China for many centuries, and of this 
history some slight outline may be of interest as an introduction 
to the study of the events of today. 

Korean history antidates that of Japan by about 600 years, and 
there was a high form of civilization in South Korea in the 2nd 
century. After several centuries of conflict between the three 
kingdoms of Silla, Pakche, and Kokuli, Silla overthrew the others 
in the 7th century and endured until 918, when the Koryu 
dynasty was founded. ‘This was overthrown in 1392 in a rebellion 
led by Yi Ta-jo, who founded the Kingdom of Chosen, with its 
capital at Seoul, and this dynasty still held the throne in 1910. 
There was peace for 200 years, during which the country made 
much progress in the arts and sciences, but in 1592 a Japanese 
force under the Shogun Hideyoshi landed at Fusan* in order to 
attack China, thus involving Korea in a war which lasted 7 years. 
With Chinese help the Japanese were finally driven out, but not 
before almost the whole country had been laid waste, and the 
invaders carried away with them to Japan large numbers of the 
scholars, skilled artisans, and others of the most valuable elements 

of the population. 

Before Korea had really recovered she was again drawn into 
quarrels not her own, by the Manchu invasion of China. In 1627 


‘ Genghis Khan’s “Golden Horde’”’ devastated Korea in the 13th century. 
‘japan had 2 years earlier demanded a free passage for her troops, but the 
Korean Government refused to grant this. 
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the Emperor of China appealed to her for help, and though it is 
doubtful whether any was given, it led to further devastation 
and the subjection of the country to Manchu overlordship. 
There followed a period of some 250 years during which Korea 
was forgotten by the outside world, but the yoke of China lay 
very lightly on the country, and so long as tribute was paid an- 
nually to Peking no attempt was made to interfere in Korean 
internal affairs. 

Unfortunately for the Koreans, however, they were to suffer 
seriously from the misdeeds of their own rulers, whose idea of 
government appears to have been confined to getting as much as 
possible out of their subjects while giving nothing in return. 
To judge by accounts of the condition of the country in the later 
years of the 19th century, the administration was exceedingly 
corrupt, the army undisciplined, and the legal system completely 
out of date, and all attempts by the people to rise against their 
oppressors were put down with a heavy hand. One of the most 
unfortunate results of this state of affairs was that it led to the 
revolutionaries, or would-be reformers, appealing to Japan for 
aid, thus giving that country a pretext for intervention — but this 
is to anticipate events. 

In 1860 Russia secured the Maritime Province from China, 
thus reaching the Korean frontier, and in the years following 
interest in Korea was awakened among the great Powers. Japan, 
though not then a great Power, already had eyes on the Asiatic 
mainland, and the Japanese Government began to lay its plans 
for the conquest of Korea as early as the 1870s. In 1876 a treaty 
was concluded with that country under some degree of duress. 
At this time the rulers of Korea were determined to keep all 
foreigners and the Christian religion out of the country, and it was 
only owing to pressure, with the dispatch of Japanese gunboats 
and military transports, that they agreed to admit Japanese trade 
into the country. The Japanese, by the Treaty, recognized Korea 
as an independent State, but obtained for themselves extra- 
territorial privileges in the country, a move the significance of 
which was probably not realized—except by Japan—at the time. 

In 1885 a further agreement, or convention, was concluded, this 
time between Japan and China for a common policy in respect o! 
Korea. Unrest was general, and each country was apparently 
anxious to prevent the other from taking advantage of the move- 
ments of revolt or reform. Accordingly they both undertook to 
withdraw their forces — in Japan’s case a Legation guard — and to 
“invite” the King to organize a Korean army, in the formation of 
which neither Chinese nor Japanese were to be employed. And 
“in case any serious disturbance in Korea made it necessary for 
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either Japan or China to send troops into the peninsula the country 
sending the troops must notify the other, previously and in 
writing, of the intention to do so”, and the troops should be 
withdrawn when the matter had been settled. 

It was in 1894 that Japan’s opportunity came, when she 
attacked China. By the irony of history the ostensible cause of 
that war was the defence of Korean independence, as it was of the 
war ten years later against Russia. The King of Korea appealed 
to China for help against a revolutionary movement,’ and the 
Chinese Government dispatched a small force, first notifying 
Tokyo in accordance with the 1885 agreement. No appeal was 
made to Japan, but that country sent to Korea a force six times as 
large as the Chinese. 

Tokyo now again offered to co-operate with China in the 
introduction of reforms — by general agreement urgently needed 
—in the administration of Korea. The reply was that “even 
China, whose vassal Korea has always been, would not interfere 
in the internal administration of the kingdom. Japan, having 
from the beginning recognized Korea as an independent State, 
cannot claim any right to interfere’. 

But Japan had already made her plans. In July, 1894 the troops 
already in Seoul seized the King, and a Japanese warship started 
the war against China by torpedoing without warning a transport 
laden with troops. A new Korean “Government” of the now 
familiar “puppet” character at once denounced the treaties with 
China and invited Japan to help to drive the Chinese from the 
country. In August a treaty was signed with Japan, giving that 
country every facility for the movement of troops and the supply 
of provisions, in return for which Japan promised “‘to maintain the 
independence of Korea on a firm footing”’. 

Under the terms of the peace treaty concluded in 1895, China 
was compelled to recognize the “full and complete independence 
and autonomy of Korea”. Before the year was out, however, the 
Japanese, having contrived the murder of the Queen and virtually 
imprisoned the King, had established in power a subservient 
Government through which they controlled the country. Ironi- 
cally enough the King selected this moment to proclaim himself 
Emperor, and to change the name of his country from Chosen to 
Tai Han. 

Russia was then suddenly brought into the picture: in February, 
1896 the King escaped from his palace, and, with his Ministers, 
took refuge in the Russian Legation, from where he carried on the 
administration for more than a year. The Russians seem to have 


‘The Tong Hak, a religious group. During these developments the reac- 
tionaries were supported by China, and the “reformists” by Japan. 








See 
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been well pleased with the opportunity to extend their influence 
in Korea, which they had been developing steadily for several 
years. ‘They now secured the appointment of some Russian officials 
in the Administration and the grant of mining and forest concessions 
in the Tumen and Yalu river basins, but failed, largely owing to 
opposition of the British Customs Commissioner, to get control of 
the Customs. 

All this brought them—in their turn—into conflict with Japan, 
and Korea soon became a pawn in the game of Russo-Japanese 
rivalry in north-east Asia. Successive attempts to settle their 
respective claims regarding Korea in 1896-98 included under- 
takings by both sides to refrain from interference in Korean affairs 
and respect the country’s sovereignty and independence, but 
it was in Manchuria that the rivalry between Japan and Russia 
was now making itself felt most strongly. The Trans-Siberian 
Railway had recently been completed, and Russia exacted from 
China the right to build and police a line across Manchuria (the 
Chinese Eastern Railway) which connected that Railway with 
Dairen. China also leased to Russia part of the Liaotung Peninsula, 
including Dairen and Port Arthur, while Russia also attempted to 
secure a lease of the port of Masampo, in south Korea. ‘The 
Japanese, probably with reason, regarded the Russians’ descent 
towards an ice-free port on the Pacific and their manifest intention 
to gain control of Korea as a threat to their national security, and 
having strengthened their political defences by the alliance with 
Great Britain,’ informed Russia that they must insist on their 
“right” to send troops to Korea and advise and assist the Korean 
Government. The Russians refused to agree to this,* and Japan 
“declared war” by sinking two Russian cruisers in Chemulpo 
(Jinsen) harbour and attacking Port Arthur. She also landed troops 
in north-east Korea. 

The Korean Government in January, 1904 proclaimed its 
neutrality in case of war between Russia and Japan, but the 
Japanese troops soon overran the country, forcing the King to 
sign a treaty of alliance in February. Again the Japanese guaran- 
teed the independence and territorial integrity of Korea, but within 
3 months* had announced that Korea was to be made a Japanese 
protectorate at the proper time, until when Japan should strive 
to obtain practical results in giving political, diplomatic, and 
military protection and in developing Japan’s interests in Korea. 
After inducing the Government to appoint Japanese financial, 


1 Signed on Jan. 30, 1902. 

2 Japan is believed to have offered Russia a free hand in Manchuria in 
exchange. 

3 After a visit by Marquis Ito to Korea in March, 1904. 
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judicial, and military advisers and to consult ‘Tokyo on all matters 
affecting foreign affairs, the Japanese Government gave their 
Minister in Seoul power to exchange views with the Korean 
Government and to supervise the entire Korean administration. 

Before a protectorate was actually declared, however, the Japanese 
secured what might be called the benevolent disinterestedness of 
Britain and the U.S.A. In August, 1905 the British Government, 
on renewing the alliance with Japan, stated that “Japan possess- 
ing paramount political, military, and economic interests in Korea, 
Great Britain recognizes the right of Japan to take such measures 
of guidance, control, and protection in Korea as she may deem 
proper and necessary to safeguard and advance those interests”. 
The U.S. Secretary of State, after a conversation at the end of 
July, 1905 with the Japanese Prime Minister, placed on record his 
belief that President Roosevelt would agree that “the establish- 
ment by Japanese troops of suzerainty over Korea to the extent of 
requiring that Korea enter into no foreign treaties without the 
consent of Japan was the logical result of the present war and 
would directly contribute to permanent peace in the East”. As 
for Russia, after her defeat she recognized Japan’s paramount 
political, military, and economic interests in Korea under the 
terms of the Treaty of Portsmouth, signed on September 5, 1905. 

It should perhaps be said here that there existed little sympathy 
for Korea, or at least for the Korean Government, in the outside 
world at that time. American observers who visited the country 
sent back reports condemning the character and methods of the 
Government in no uncertain terms, while little liking was felt for 
the people by travellers whose views were given publicity. Along 
with this there went a fear of Russia and a very general ignorance 
of the policy and aims of the Japanese, the result being a wide- 
spread feeling in the West that Japan, as a far more “advanced” 
country, would set Korea on the right lines towards reform, as 
well as relieving it from the fear of Russian domination. 

Japan now, in November, 1905, presented a demand to the 
Korean Emperor for the conclusion of a treaty giving her control 
over Korean foreign relations and the right to establish a Resident- 
General in Seoul, with Residents in other towns. They then 
exacted its signature by threat of military force, and in February, 
1906 Marquis (afterward Prince) Ito assumed the office of 
Resident-General. The Emperor was compelled to abdicate, as 
the outcome of a secret but unavailing appeal for help to the 
President of the United States. Reports from American mission- 
aries and others at the time suggested that the Japanese protector- 
ate was welcomed by most of the foreign residents. 

In 1909 Ito retired from office and soon afterwards was 
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assassinated in Manchuria by a Korean, but the militarist faction 
in Japan had already decided that the country must be annexed 
owing to the impossibility of “working” the protectorate effectively 
in the face of the opposition of the people. The Japanese Govern- 
ment decided definitely in July, 1909 on the annexation, but post- 
poned it on Ito’s death lest it should appear to be an act of revenge. 
On June 18, 1910, however, the Prime Minister announced that 
annexation was to take place, and on August 22 the treaty was 
signed in Seoul making Korea a Japanese dependency. 

The Japanese now made some attempts to win the favour, or 
at least the co-operation, of the aristocracy and other conservative 
elements in the country. The Emperor and Crown Prince were 
accorded rank as Japanese Imperial Princes, grants were made to 
the Royal Household, and titles conferred on many ex-Ministers of 
State and former officials. But no positions of responsibility were 
given to them or to anyone else. The Central Council which the 
Japanese set up in September, 1910 was a purely advisory body, 
and the matters with which it dealt were all of minor importance. 
All political organizations had been dissolved just before the 
annexation was carried through, and very soon afterwards other 
organizations—including some of a religious and others of a 
business character—shared the same fate. The main efforts of the 
Japanese appear to have been directed to bringing about what was 
described as a “benevolent assimilation” of the Koreans in the 
Japanese Empire, but in all their acts they showed that they could 
conceive of this coming about only by the complete subjugation 
of the people and their “integration” into the political and economic 
systems of the Empire as “hewers of wood and drawers of water”. 
They went out of their way, also, to destroy Korean pride of race 
by suppressing the teaching of Korean history and literature and 
by making Japanese the official language. 

Few impartial observers at this time would have been disposed 
to deny that material benefits had accrued to the country from the 
Japanese connection and influence. A British writer, reviewing 
the progress made in the first 9-10 years, stated that “the old 
effete administration was cleared away, sound currency main- 
tained, railways were greatly extended, roads improved, affores- 
tation pushed forward on a great scale, agriculture developed, 
sanitation improved, and fresh industries begun”. It is true 
that the administration had been both corrupt and inefficient 
and that there existed no properly regulated system of cur- 
rency; it is also true that there was very much room for im- 
provement in the communications of the country, and the work 


1 F. A. Mackenzie: Korea’s Fight for Freedom (London, Simpkin, Marshall, 
1920). 
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done by the Japanese in these fields and in establishing industries 
certainly brought about improvements in the standard of living in 
which the Koreans shared. One important change was the substitu- 
tion for a very primitive barter economy of a money economy, and 
relatively high taxation, from which the Koreans derived consider- 
able benefit—public revenue was not misappropriated by officials 
as had been the case under the native régime. This abrupt 
change-over, however, brought hardships to the Koreans which 
was increased by the ruthlessness and lack of understanding with 
which it was applied; but it was nevertheless an inescapable 
feature of modernization. It is also true that the Japanese failed 
to protect the Korean peasant proprietor from the Japanese land 
shark and that enormous tracts of agricultural land passed into 
Japanese hands. What, in fact, the Japanese did was to exploit the 
thriftlessness of the Korean in their own interests. 

After the independence disturbances of 1919 an enlightened 
Governor-General was appointed in the person of Admiral 
Viscount Saito, under whose wiser administration the despotic 
authority of the gendarmerie was curtailed or transferred to the 
civil police, and a measure of local autonomy introduced. These 
improved conditions continued under the next Governor-General, 
General Ugaki, but more oppressive measures were resumed, and 
indeed intensified, in the 1930s after the Manchurian Incident. 

The political disaffection and sporadic armed opposition ende- 
mic in Korea between 1909 and 1919 was suppressed by the Japan- 
ese ruthlessly and with little difficulty. After the War of 1914-18, 
however, a more positive nationalist spirit became manifest, for 
which the publicity given to President Wilson’s Fourteen Points 
was in some measure responsible. This spirit culminated in the 
Spring of 1919 in nation-wide, non-violent demonstrations in 
which many thousands of Koreans of both sexes and all ages 
took part. A declaration of independence, signed by 33 leading 
Korean nationalists who thereafter surrendered voluntarily to the 
Japanese police, was distributed throughout the country and read 
to the assembled demonstrators. Taken completely by surprise 
by these disturbances, the Japanese colonial authorities at first 
reacted brutally. Thousands of Koreans were arrested, and many 
never emerged from their incarceration. In course of time, 
however, the Japanese came to appreciate the deep-seated 
character of the movement and the imperative need for reform of 
their administration. 


INDEPENDENCE MOVEMENTS IN Korea? 
These events may be said to have constituted the birth of the 
1 See article by Nym Wales, ‘“‘Rebel Korea’”’, in Pacific Affairs, March, 1942 
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Korean independence movement. This movement has operated 
almost entirely in exile, for after the 1919 revolt, though the 
Japanese were frightened into introducing reforms in the police 
system and some degree of local autonomy, the majority of the 
rebel leaders fled into exile and continued their activities from 
Manchuria, where there may now be about a million and a half 


' Koreans, and from Shanghai. Only a small minority of the 


Koreans in Manchuria can be reckoned as political exiles, the 
vast majority being rice farmers who migrated to Manchuria for 
economic reasons and settled chiefly in the Chientao province, in 
south-eastern Manchuria adjoining the Korean frontier, where 
the population is predominantly Korean. 

Korean leaders see in retrospect three distinct phases in the 
development of the anti-Japanese independence movement. In 
the first period, from 1919 to 1924, revolt took the form of a 
bourgeois nationalist movement with religious, and even Christian, 
tendencies (the latter owing largely to the influence of American 
missionaries), which was mainly directed from the French con- 
cession in Shanghai. In that city in 1920 3,000 exiles organized 
an independent Korean Provisional Government, with Dr. 
Syngman Rhee as President and General Li Tung-hui as Premier. 
This ‘““government”’ has never been dissolved, and was reorganized 
in September, 1940 with headquarters in Chungking. Dr. 
Syngman Rhee, now over 8o years of age, eventually went to the 
United States, where he has been active during the war in further- 
ing Korea’s cause. There were two main groupings within the 
Korean Provisional Government during its earlier period (1919- 
24): the ‘“‘American” group, which looked to the United States 
for aid and hoped for a peaceable solution through American 
influence and the League of Nations; and the “‘Siberia- Manchuria” 
group, representing Koreans in regions just across the frontier, 
under the leadership of General Li Tung-hui, which advocated 
open warfare and co-operation with Soviet Russia. 

The second phase falls between 1924 and 1935, and may be 
described as the internationalist period, influenced by Marxist 
ideology, and also by the simultaneous rise of the nationalist 
movement in China. ‘The Korean movement placed strong hopes 
in the rise of the Kuomintang in China, and many Korean leaders 
went to join it, some even holding key positions in the Kuomintang 
armies and training centres. During this period the Korean 
nationalists had two separate but co-ordinated revolutionary 
groups functioning in Manchuria, centring round the two main 
colonies of Korean exiles there. Both these groups were sup- 
pressed after the Japanese occupation of Manchuria in 1931, but 
many Koreans in Manchuria then joined the Chinese guerrillas 
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and fought against Japan. During this period, too, Communist 
influence played a growing part in the independence movement, 
A Korean Communist party was formed in Siberia under General 
Li Tung-hui as early as 1918—the earliest Communist movement 
in any Eastern country outside the U.S.S.R.—and was known as 
the Irkutsk Party. From 1924 onwards the organization extended 
its activities to Korea and Manchuria, though the Japanese 
employed stern repressive measures in 1928. There was consider- 
able rivalry for political leadership between Nationalists and 
Communists from 1928 till 1935. 

The third phase opened in 1936, when Korean leaders of every 
complexion, Nationalist, Communist, and Anarchist, met secretly 
in Shanghai and agreed to co-operate in the National Front for 
Korean Liberation. A democratic programme was drawn up and 
announced in July, 1936, aiming at the overthrow of Japanese 
power in Korea and the formation of an independent republic, 
with economic reforms, respect for civil and religious liberty and 
for Korean-owned private property, and nationalization of 
Japanese-owned enterprises. From 1937 onwards Koreans have 
played a definite part in the military operations against Japan. A 
Korean armed partisan force fought in Manchuria, and more 
recently a Korean volunteer corps has fought in China_under the 
command of General Chiang Kai-shek. Some 12,000 Korean 
deserters from the Japanese army were reported to have gone over 
to the army in Eastern China during 1944-5, and, in addition, in 
March, 1945 there were said to be five army groups of Korean 
troops in Siberia’ and several thousand Koreans with the Chinese 
Communist troops. In general, however, Korean nationalist 
factions have hitherto exhibited a conspicuous lack of cohesion, 
and it is to be feared that this defect may be carried over into the 
post-war period. 


THE EcoNomiIc SITUATION? 

Apart from strategic reasons, domination of Korea was of prime 
importance to Japan for the following reasons. The country was a 
vital source of good supplies, its rice production being enormously 
increased under a 30-year plan applied by the Japanese. 
Secondly, its mineral wealth was considerable. It possesses, 

1 Some 200,000 Koreans who had settled in the Maritime Province are under- 
stood to have been removed by the Russian authorities to Central Asia in 1938 

2 See the New York Times, March 18 and 20, 1945. 

3 See Andrew J. Grajdanzev: Modern Korea (New York, John Day Company, 
for Institute of Pacific Relations, 1944), from which the facts and figures in this 


section are taken. Apart from this work information on Korean economy 1s 
confined principally to Japanese sources, on which Mr. Grajdanzev has drawn 


extensively. Few statistics on post-1937 developments are available owing to 


Japanese censorship regulations. 
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particularly in its northern and eastern regions, big reserves 
of coal, iron ore, gold, and alunite, and also some magnesite, 
barytes, copper, fluorspar, graphite, lead, lithium, mercury, 
mica, molybdenum, nickel, tungsten, and zinc. Some of these 
raw materials—as for instance alunite, from which aluminium 
is derived—are not to be found in Japan. Gold is of course of 
immense value for export purposes, and production increased 
rapidly under Japanese control, reaching an output of 20 tons in 
1937. Indeed production of all these minerals increased very 
considerably after 1931, the mining companies being prepon- 
derantly in Japanese hands and backed by Japanese capital— 
in 1938 there were 121 Japanese mining companies in Korea, as 
against 29 Korean companies. Korean labour was cheap, for the 
labourer received a wage equal to about half that of the Japanese 
doing similar work. Japan was therefore in a position to step up 
production very. considerably after 1937, when she embarked on 
her large-scale operations on the continent of Asia. 

The same situation applies in the field of industrial development. 
Here Korea’s considerable sources of electrical power, which had 
been intensively developed by the Japanese since 1931, combined 
with cheap labour to further a great increase of output once 
Japan’s economy moved on to a war footing. At the time of the 
seizure of control by Japan 85.6 per cent of the Korean working 
population was employed in agriculture. By 1939 this proportion 
had sunk to 68.3 per cent, while the percentage employed in 
industry and mining had risen from 2.2 to 5.3. The value of 
industrial production increased over 80 per cent between 1933 and 
1938. 

Industrial concerns in Korea fall into two categories — (i) 
Korean-owned enterprises, which consist of either small-scale 
corporations or purely family concerns, which as late as 1938 were 
responsible for nearly a quarter of the total industrial production; 
and (ii) the large Japanese-owned enterprises. Statistics of 
corporations show that at the end of 1938 Korean capital repre- 
sented 11.3 per cent of the total paid-up capital, the share of 
Korean capital being more than one-fourth in commerce and 
agriculture, but slightly less than one-tenth in financial institu- 
tions, insurance, industry, electricity, fisheries, mining, and 
transport. Furthermore, the paid-up capital of the average 
Japanese corporation was six times as large as that of the average 
Korean. 

The following table shows the development of the various 


branches of industrial production in Korea between 1929 and 
1933!: 


1 Grajdanzev, op. cit., Appendix ITI, p. 300. 
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Gross VALUE OF INDUSTRIAL PRODUCTION 
(in thousand yen) 








1929 1931 1935 1936 1937 1938 

Textile e be 38,211 24,439 82,328 99,477 141,154 164,821 
Metals sis -" 20,383 16,106 26,989 33,735 50,766 91,966 
Machinery .. a 4,543 2,308 11,525 13,503 16,565 26,799 
Ceramics .. a4 9,116 7,291 17,563 21,876 25,072 35,877 
Chemical .. -+ 17,413 31,013 147,834 195,431 304,948 352,819 
Lumber... or 7,721 6,381 8,243 9,936 11,737 15,054 
Printing .. ‘ 9,954 8,381 12,744 13,133 16,304 16,948 
Gas, Electricity .. 16,389 16,129 39,804 39,989 40,076 24,502 
Food ++ | ++ 223,412 156,480 169,420 199,883 238,033 277,208 
Others y me 4,309 4,221 91,027 103,642 114,653 134,124 
TOTAL ++ 351,451 273,649 607,497 730,807 959,303 1,140,118 


From the above table it will be seen that while in 1936 food pro- 
duction was still the largest industry, by 1938 that of chemicals 
easily led the field among the large-scale industries, with food 
production and textiles next, followed by the metal industry, after 
which the remaining ones are all on a considerably smaller scale. 

Of the main industries, the chemical industry has grown very 
rapidly since 1934, and is divided between numerous small 
enterprises producing fish oils, fish fertilizers, etc., and a few 
giant Japanese-owned plants with the most modern technique, of 
which the most important is the Japanese Nitrogen Company, 
producing in the first instance mainly fertilizers, but more recently 
also gunpowder and various kinds of oils. Seventy per cent of the 
chemical industry is located in the two provinces of North and 
South Kankyo, in the north-east, where water power is easily 
available. 

The textile industry is of relatively recent growth, and increased 
very rapidly between 1934 and 1939, after which development 
ceased suddenly owing to the shortage of cotton and other raw 
materials, and also to Japanese war-time taxation of business 
The textile industry is centred chiefly in Keiki province, round 
Seoul, and in South Keisho, round Fusan. 

The provinces of South Kankyo and Keiki are much more 
advanced industrially than the others—South Kankyo owing to 
the neighbourhood of water power and raw materials, and Keiki 
because it contains the capital. Industry is also fairly far advanced 
in South Keisho, on the south coast, the province nearest to Japan 
and in South Heian in the north-west, where is the new industrial 
centre of Heijo.* 


1'The place-names used here are based on the Japanese reading of the 
characters, which have come into general use in the past 35 years. It seems 
obvious, however, that independent Korea will revert to the native readings, 
but until these are standardized it seems best to retain the Japanese names 
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The railway system is entirely the product of Japanese initiative, 
and construction may be said to have had a dual economic and 
strategic motive. Earlier construction served a genuine economic 
purpose, but much of the feverish expansion of the last decade 
has been purely strategic. The railways seem to have been little 
used by the Koreans themselves, but freight movement played an 
increasingly important part between 1934 and 1938, owing to the 
growth of the mining and chemical industries and also to the 
increased volume of military freight. The Japanese have also 
constructed roads and harbours in Korea, the latter serving as 
outlets for Manchurian as well as Korean trade. The ports of Yuki, 
Rashin, and Gensan, in the north-east, may later play an important 
part in the development of the Russian Far East. 

Korea’s foreign trade has always been mainly with Japan, but 
the volume of trade with that country has increased enormously 
since the annexation, as can be seen from the following table’. 


EXTERNAL TRADE OF KOREA BY COUNTRIES FOR I9QII AND 1939 
(Absolute figures in thousand yen) 


Absolute Figures Percentages 
Exports Imports Exports Imports 
1911 1939 IQII 1939 I91I 1939 I91I 1939 

Japan 13,341 736,883 34,058 1,229,417 70.8 73.2 63.0 88.6 
Manchuria oe 205,149 a 80,459 oo 20.4 — 5.8 
China 3,009 . 33,566 5,422 10,334 16.0 3-3. 10.0 0.7 
Asiatic 

Russia 1,511 ° 49 2 8.0 0.0 O.1 0.0 
Netherlands 

Indies _— 635 360 3,392 — O.1 0.7 0.2 
British India — 476 82 8,846 —- 0.0 0.2 0.6 
United 

States 953 3,646 4,261 23,522 5.1 0.4 7.9 1.7 
Great 

Britain I 171 7,929 1,338 0.0 0.0 14.6 o.1 
Germany 20 337 1,311 3,940 0.0 0.0 2.4 0.3 
Other 

countries 22 25,931 596 27,198 o.1 2.6 I.I 2.0 





ToTaL 18,857 1,006,794 54,088 1,388,448 100.0 100.0 100.0 100.0 





The main exports are animal and agricultural products, especially 
rice (the most important single export commodity of Korea), 
fish, tobacco, metal ores, textiles, and chemicals. Korea has 
indeed been of the greatest importance to Japan during the past 
30 years as a source of food supplies, and especially of rice. 
Japan’s annexation of Korea followed swiftly upon a period of 
extreme rice shortage in Japan, and, in the early days at any rate, 
Japan was probably more interested in Korea as a food market 
than in her mineral and industrial potentialities. Vast sums of 
Japanese capital were expended on a 30-year plan for increasing 
1 Grajdanzev, op. cit., p. 227. 
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Korean rice production, and by the early 1930s Japan had suc. 
ceeded with the aid of Korean and Formosan rice in making 
herself self-supporting in her staple foodstuff. The Koreans 
themselves reaped no advantage beyond the financial one from this 
intensive cultivation of rice, for the export drive reached such , 
pitch that Korean peasants were compelled to eat less and less 
rice so as to have more to export, as may be seen from the sharp 
decline in per capita consumption of rice in Korea between 1915 
and 1938: if the average consumption for 1915-19 be taken as 100, 
that for 1934-38 amounted to only 56. 


The general character and the results of Japanese rule in Korea 
may, perhaps, be summed up as follows: their rule was self. 
interested, ruthless, and unsympathetic, and the object was the 
suppression of Korean national sentiment and culture, and the 
assimilation of the Koreans to the Japanese people. The prepara- 
tion of the Koreans for eventual self-government had no place in 
Japanese policy. On the other hand, few impartial observers would 
dispute the fact that very substantial material benefits accrued to 
the Koreans. The Japanese Colonial Government was much more 
efficient and much less corrupt than the native régime which it had 
displaced. Standards of public hygiene, health, and education 
were greatly improved. It is sometimes questioned whether the 
great expansion of agricultural production induced by the Japanese 
brought benefit to the Koreans because of the Japanese policy in 
encouraging the maximum export of rice to Japan, thereby 
compelling the Koreans to eat millet and other less acceptable 
substitute grains. On the whole, however, it seems that the 
Koreans did benefit materially from the increased productiveness 
of their country, though high taxation and the substitution of a 
money economy for a primitive barter economy created inevitable 


hardships. 


THE Post-War SITUATION 

The situation in Korea since the end of the war with Japan has 
caused some concern to the Powers. The Cairo Declaration of 
Dec. 1, 1943 promised Korea independence “‘in due course”’, and 
this promise was reiterated by President Truman in August, 1945, 
but in the meantime the Korean Provisional Government set up 
in Chungking in 1940 under the leadership of Kim Koo has not 
been recognized by China or any other nation, and was, of course, 
not represented at San Francisco. Plans for this Government's 
return to Korea were said to be on foot in October, but at the 
time of writing it is still in Chungking. It should perhaps be added 


1 Grajdanzev, op. cit., p. 118. 
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that nearly all the members of the Provisional Government have 
been in exile for many years, and cannot but be out of touch with 
developments in their own country. 

Early in September, 1945 some American troops landed at 
Chemulpo and proceeded to occupy Seoul and the southern part of 
Korea. Russian forces were already installed in the north, and on 
Sept. 13 these two occupying forces met at Kinko, on the 38th 
parallel, a few miles north of Seoul. Since then the country has 
been virtually divided into two parts, north and south of the 38th 
parallel. In the early stages there appears to have been practically 
no liaison between the two military governments, and Koreans in 
the American zone have been complaining bitterly that they are 
cut off from the essential coal and other supplies which normally 
reach them from the north. The two administrations appear to 
have proceeded on very different lines, the Russians allowing the 
Koreans to exercise a considerable degree of self-government 
through Communist-dominated executive committees which 
have taken over the financial, industrial, and administrative 
organizations, while the Americans held the view that the Koreans 
were not yet ready for self-government, and therefore in the first 
instance took over the control of economic affairs and retained a 
certain number of Japanese officials to tide over the change in 
administration —a state of affairs which has aroused strong 
opposition among the Koreans. These are, of course, difficulties 
attendant on military occupation which have had their counterpart 
in Italy and Germany. 

The political situation is also chaotic, and as many as 43 parties 
were represented at a conference in Seoul in November, when a 
resolution was passed calling on the United Nations’ leaders to 
end the dual occupation, demanding independence, and rejecting 
the idea of trusteeship. Despite this plethora of parties, there 
appear, however, to be two main groupings, the one, of a 
Nationalist and bourgeois character, centring round the Korean 
Provisional Government, while the other, which has given itself 
the name of the Korean People’s Government, represents the 
extreme Left under Communist leadership, with possibly some 
veiled support from Russia. 

The provisions regarding Korea set out in the Moscow state- 
ment of Dec. 27, 1945 may afford some solution of this tangled 
situation. In the first place, a joint commission consisting of 
American and Russian representatives is to be set up to prepare, in 
consultation with the Korean democratic parties, proposals for the 
formation of a Provisional Korean Democratic Government. 
The recommendations of this commission are to be presented for 
consideration to the Governments of the U.S.S.R., China, the 
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United Kingdom, and the United States before final adoption, 
These Powers will then work out an agreement concerning a 
Four-Power trusteeship of Korea for a period of up to five years, 
during which they will assist and further the economic and 
political development of Korea towards self-government and 
national independence. ' 


In considering the outlook for the future of an independent 
Korea it is well to remember that American influence has been 
considerable there for many years, chiefly in education and 
religious teaching. ‘The large majority of missionaries have always 
been American, with the result that most Koreans with a Western 
education and a knowledge of English look to the United States 
and to the American Christian Churches for their inspiration. 
Certainly these people must play an important part in the re- 
generation of the country. The Japanese resented the American 
missionary influence (which was political as well as religious) and 
drove it underground, but it is bound to reassert itself under the 
new conditions of emancipation. On the other hand, Communism 
is fairly strong in Korea, and it may be found that a Russian- 
inspired Communist faction will come into the picture in opposi- 
tion to a more conservative, Christian, and American-inspired 
party. 

H. L. 
M. K. G. 


1 For text, see the Supplement, Vol. 2, No. 1, page 26. 
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NOTES OF THE MONTH 


reece after the Elections 
HE elections and the favourable verdict of the Allied 
Observer Mission on their validity have set the sorely-tried 
Greek people on the road to normality. It is, however, still 


‘oubtful whether they will be allowed to tread it. Much will 


pend on the climate of international relations, of which Greece 
so sensitive a barometer; and much again on the ability of the 


major elements in Greek political life — the King, the Govern- 


ent, and the extra-Parliamentary Opposition — to perceive and 
irsue the true interests of their country. The question is thus, 
-o often in recent Greek history, one of leadership. 
he victory of the Populist Party in an election fought, on their 
on the constitutional issue, has given fresh importance (at 
xpense, even before the recent Regency crisis, of the Regent 
bishop) to the King of the Hellenes; how will he guide the 
‘ty who have adopted him as their leader? There is no reason 
ispect him of wishing to return at any price and to rule 
‘atorially over a hopelessly divided nation; yet it is clear that he 
s sooner or later to be restored to his throne. The clue to his 
ntions seems to lie in the past; in 1935, in circumstances 


‘kingly similar to the present, an acknowledgedly questionable 


scite restored him to the throne. Yet, by a wise policy of 
liation, he succeeded within a few months in making that 

e —though unhappily not for long—a rallying ground 
‘cad of a battlefield. King George is probably convinced that 
speedy restoration would again be the best means of unifying 
ivided people. In fact, however, a profound gulf separates 
from 1946. A passionate opposition to his person, born of the 
‘atorship and fostered by the leaders of the Resistance, divides 
ing from large sections of the nation. The exploitation of 
‘canism by the Communists, and the resulting tendency of 
valists to identify republican sentiments with revolution, 
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